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STATE OF NEW HAMPSHIRE

OFFICE OF THE GOVERNOR

JEANNE SHAHEEN
GOVERNOR

To: The Honorable Members of the Legislature
and the Citizens of the State of New Hampshire

I am pleased to accept the Fiscal Year 2002 State of New Hampshire Comprehensive Annual Financial Report.

Our state continues to be one of the best places in the nation to live, work and raise a family. Although we have not
been immune to the national economic slowdown, New Hampshire continues to fare better than most states. Our unemploy-
ment rate is still one of the lowest in the nation and economists predict New Hampshire will lead New England out of the
recession.

Across the nation, the recession has impacted state revenues. Although New Hampshire’s budget is in better shape
than most, I took aggressive action to address the shortfall in state revenues: freezing state hiring and purchasing in fiscal year
2002 and directing state agencies to cut their budgets in fiscal years 2002 and 2003. Our ability to weather this storm is helped
by the $35 million we added to the state’s Rainy Day Fund at the end of fiscal year 2001, which nearly tripled the fund.

As you will see in the following pages, during the past fiscal year, we made significant progress on issues important
to the citizens of New Hampshire: protecting the environment, improving the security of our state and its citizens, protecting
workers, and boosting the economy. Highlights include:

»  Preserving for future generations the 171,500 acres of wilderness in northern New Hampshire formerly owned by the
International Paper Company.

*  Enacting the landmark Clean Power Act making New Hampshire the first state in the nation to legislatively require
the owners of fossil fuel power plants to take steps to reduce emissions of four pollutants - nitrogen oxide, sulfur oxide,
carbon dioxide and mercury.

+ Increasing unemployment benefits for workers who lose their jobs while keeping the unemployment insurance tax that
businesses pay the second lowest in the nation.

*  Protecting emergency responders and the public with a new law toughening the penalties on people who commit
hoaxes relating to chemical or biological weapons.

*  Ensuring that National Guard members activated for state duty will get their jobs back and receive other important
legal protections.

*  Empowering the Governor to protect water supplies in an emergency, such as a natural disaster or a terrorist attack.

*  Requiring new large water users to put in place common-sense water conservation measures to receive a water with-
drawal permit.

»  Enhancing our Children’s Health Insurance Program. In fiscal year 2002 the state began matching for the first time the
private and federal funding for the program, which will allow virtually every eligible child to enroll. More than 21,000
previously uninsured children have received health insurance through our innovative program.

I am proud of these accomplishments and all the progress we have made over the last six years. Serving as your
Governor was the highest honor and privilege of my public life. I would like to take this opportunity to thank you for your
support, and to thank our great state employees for all their work and dedication. Without their efforts, much of the progress
we made would not have been possible.

Very truly yours,
5 . e .
el LA
“

Jeanne Shaheen

STATE HOUSE, CONCORD, NH 03301 (603) 271-2121

Return to Table of Contents TDD Access: Relay NH 1-800-735-2964
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December 16, 2002

To: The Citizens of New Hampshire,
Her Excellency the Governor
and the Honorable Council

In accordance with the Revised Statutes Annotated (RSA) 21-1:8,1,(h), it is a pleasure to submit the Comprehensive Annual
Financial Report (CAFR), covering the fiscal year ended June 30, 2002. This report has been prepared by the state Department of
Administrative Services and responsibility for both the accuracy of the data presented and completeness and fairness of the
presentation, including all disclosures, rests with the state. The basic financial statements, considered by management to present
fairly and consistently the state’s financial position and results of operations, have been prepared in accordance with generally
accepted accounting principles (GAAP) applicable to state and local governments, as promulgated by the Governmental Accounting
Standards Board (GASB).

The CAFR is presented in three major sections:
*  The Introductory Section includes this transmittal letter, the state's organization chart, and summary financial information.

*  The Financial Section includes the independent auditors' report, management's discussion and analysis (MD&A), government-
wide financial statements, fund financial statements for governmental funds, proprietary funds, fiduciary funds together
with notes to the basic financial statements, required supplementary information and combining financial statements.

e  The Statistical Section contains selected financial, demographic, and economic data.

GASB Statement No. 34 requires that management provide a narrative introduction, overview and analysis to accompany the
basic financial statements in the form of MD&A. This letter of transmittal is intended to complement MD&A and should be read in
conjunction with it. The MD&A can be found immediately following the independent auditors' report.

The financial reporting entity includes all funds of the state as legally defined, as well as all of its component units. Component
units are legally separate entities for which the state is financially accountable. Note 1 to the Basic Financial Statements provides a
more complete description of the state's reporting entity. The state provides a full range of services including: the construction and
maintenance of highways and infrastructure, education, health and social services, public safety, conservation of natural resources,

economic development, and recreation facilities and development.
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Economic Outlook

Despite stagnant economic conditions, New Hampshire continues to retain its advantages of being a medium cost state in a high cost

area with its low unemployment rates, low tax burdens, highly skilled workforce, and small and accessible government. In addition,

New Hampshire’s proximity to metropolitan Boston will mean continued migration of people and business into the state.

Another boost to NH's future economic development is its continued high quality of life. According to Morgan Quitno’s Most Livable

NH’s
National NH’sRank in

Categories Rank New England
Favorable Tax Climate 1st 1st
Healthiest State (Morgan Quitno,
2001) 4th 2nd
Standard of Living (by Poverty
Rate) 2nd 1st
Child and Family Well-Being
(Annie E. Casey, 2001) 2nd 1st
Safest State (Morgan Quitno,
2001) 3rd 1st
Most Livable State (Morgan
Quitno, 2001) 3rd 1st
"College Educated Population 8th 3rd

Source: New Hampshire Economic Review, Public Service of New Hampshire

State Awards, NH has showed the most improvement of any
state moving 10 points up from its 13" ranking last year to 3
in the nation in 2002 and 1% in New England.

Along with the nation, the New England economy is strug-
gling to recover and investor, business and consumer confi-
dence is at a nine year low. The New England economy is
expected to improve slowly with modest growth beginning in
the first quarter of 2003. However growth is not expected to
return to the levels seen in the late 1990s. New Hampshire is
anticipated to be the first New England state out of the recent

recession.

Commercial real estate is lagging with vacancy rates up over
last year but the residential sector is still strong. Homeowner
vacancy is down 1% and lower interest rates have helped
contribute to the rising housing demands, which in turn have
kept home prices high. Stimulated by the aggressive Federal
Reserve Bank’s fiscal polices, which reduced interest rates,
homeowner refinancing has occurred at record levels. Con-
sumers have stockpiled cash for investments and use in home
improvements rather than debt repayment, leaving cash un-

spent. The growth in real estate wealth has partially offset the more than $7 trillion decline in the stock market since the late 1990s.

Although unemployment is expected to increase, New Hampshire is expected to remain below both the US average and that of the

region. The slow labor force growth and population increases are expected to keep the labor markets relatively tight.

It is predicted that NH will be the only New England state to grow
above the US average and is currently ranked 6" as the best state with
favorable policy climates for small businesses. The economy in the North
County is reviving, due to the reopening of the paper mills and the new
job opportunities from the Berlin State Prison. In addition, the tech-
wreck affecting the Southern Tier and Seacoast region is slowing. Over
the last decade, New Hampshire’s household income is up substantially
and the workforce is better educated. It is predicted that the health
service industry will grow faster than in the past, which should offset

the slower growth in manufacturing, business services, and trade.

Unemployment Rates

6.0%

0% BNH
mUS

2.0%
ONE

0.0% -

1998 1999 2000 2001 2002

Information provided by the New England Economic Project, Ross Gittell - Whittemore School of Business and Economics, UNH, and Dennis

Delay - Senior Economist, PSNH.
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MAJOR INITIATIVES
Making Government Work Better

Today, economic and community development is being driven by advancements in information technology. Constitents, busi-
nesses and other stakeholders demand better services delivery systems from federal, state and local government. During fiscal
year 2002, leaders of the State of New Hampshire began to work to reinvent the business processes within state government by
planning for and implementing electronic Government initiative (e-Government).

Statewide Strategic Information Technology Plan

This plan has been prepared by the state Department of Administrative Services, Division of Information Technology Management.
It is the first such plan developed for the state, and it builds upon the report of the Governor’s Information Technology Strategic
Planning Commission issued in April 2002.

The theme for this plan, “Careful and Responsible Management of the State’s IT Resources,” exemplifies the most critical success factor for
the State. Balancing the need for planning with the need to implement timely, technology-based solutions will result in improved
service to citizens and partners, ensure digital access to state government, protect the right to privacy in a digital environment, and
maiximize cost savings by increasing process efficiencies.

Electronic Government

The extensive planning effort in FY2002 has led the State to renew its commitment to e-Government. The use of new technologies
can increase efficiency and effectiveness of the services the state
provides. In February 2002 New Hampshire made significant

online services have enabled agencies to focus on their mission
and improve services to their constituents. Adoption rates of

- 30% far exceed the national average.
Feb-02 Mar-02 Apr-02 May-02 Jun-02

@ Fish and Game progress in accomplishing its e-government goals by launching
e-Licensing Usage | mJoint Board its first Internet services with renewals of Architects and Engi-
neers professional licenses (Joint Board) and the sales of Fish
m 1,500 - and Game licenses.
2
3 1,000 -
5 Several other professional licensing applications, including those
g 500 | of Certified Public Accountants, are planned for FY 2003. NH's
S
=)
=z

Enterprise Resource Planning (ERP)

With a view to replacing the Department of Administrative Services central data processing system the department is in the process
of contracting with an information technology vendor to aid in developing of Enterprises Resource Planning (ERP) requirements and
acquisition. The current financial and human resource systems are eighteen years old and will only be supported by the vendor for
approximately two more years.

The IT vendor will work with the state to create a statewide strategic business plan, determine statewide ERP business needs,
recommend business process changes and create an ERP systems requirements report. They will assess the status of the state’s central
service technology structure, develop the ERP funding methodology and provide a cost/benefit analysis. In addition, the vendor will
participate in the development of a request for proposal for the new ERP and aid in the selection of a software vendor and contract
finalization.
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FINANCIAL INFORMATION

Surplus Statement
General and Education Funds
(In Millions)

FY 2001 FY 2002
FY 2000 General Education Total General Education Total
Undesignated Fund Balance, July 1 124.8 4.0 66.3 70.3 (0.0) 0.0 0.0
Additions:
Unrestricted Revenue 1,775.5 1,155.9 670.5 1,826.4 1,152.3 804.9 1,957.2
Transfers of Appr from General Fund 39.6 - 40.6 40.6 - 65.7 65.7
Total Additions 1,815.1 1,155.9 711.1 1,867.0 1,152.3 870.6 2,022.9
Deductions:
Appropriations Net of Estimated Revenues (1,921.3)] (1,116.0) (825.5)] (1,941.5)| (1,216.7) (887.6)] (2,104.3)
Less Lapses 34.8 33.1 - 33.1 26.1 0.4 26.5
Total Net Appropriations (1,886.5)] (1,082.9) (825.5)] (1,908.4)] (1,190.6) (887.2)] (2,077.8)
GAAP and Other Adjustments 11.0 7.1 - 7.1 16.9 - 16.9
HHS Revenue Enhancements (Shortfalls) 7.4 - - - (11.8) - (11.8)
Net Other 18.4 7.1 - 7.1 5.1 - 5.1
Current Year Balance (53.0) 80.1 (114.4) (34.3) (33.2) (16.6) (49.8)
Fund Balance Transfers (To)/From:
Rainy Day Fund - (35.2) - (35.2) - - -
Health Care Fund (1.5) (0.8) - (0.8) 11.9 - 11.9
Education Trust Fund - (48.1) 48.1 - (16.6) 16.6 -
Undesignated Fund Balance, June 30, 70.3 (0.0) 0.0 (0.0) (37.9) 0.0 (37.9)
Reserved for Rainy Day Account 20.0 55.2 55.2 55.2 55.2
Reserved for Health Care Fund 45.0 45.8 45.8 33.9 33.9
Total Equity 135.3 101.0 0.0 101.0 51.2 0.0 51.2

Due to the sluggish economic conditions, tax revenues fell short of estimates, which resulted in a combined General Fund and
Education Fund Deficit of $37.9 million as of June 30, 2002. Prior to inter-fund year-end transfers, the General Fund had a deficit
balance of $21.3 million and the Education Fund had a deficit balance of $16.6 million. Since the General Fund provided cash to the
Education Fund to help cover the Adequacy Grant payments, a transfer, in accordance with Generally Accepted Accounting Principles,
in the amount of $16.6 million was recorded to eliminate the Education Fund deficit.

The Revenue Stabilization Account (Rainy Day Fund) remained at $55.2 million as a result of a $35.2 million transfer made in fiscal
year 2001. At the end of the biennium (June 30, 2003), if the general fund is in a deficit position and revenues fall short of estimates,
then transfers from the Rainy Day Fund will cover any deficits that may occur.

Chapter 208 of the Laws of 2002 provided for supplemental appropriations of $11.8 million for human services programs. The Health
Care Fund (HCF) was charged for this appropriation due to shortfalls in anticipated Medicaid Enhancement Revenues. As a result,
the HCF balance was reduced to $33.9 million at June 30, 2002.

Since many of the revenue sources dedicated to the Education Fund are extensions of the state’s traditional revenues, funding
performance is presented on a combined basis. Unrestricted Revenue totaled $1,957.2 million, which was a $130.8 million increase
over prior year. However, revenue fell short of legislative estimates by $53.1 million. Revenue anticipated by tax rate increases for
the following Business Taxes did not materialize when accompanied with the economic downturn:

Business Profits Tax (BPT) - Increased tax from 8.0% to 8.5%.
Business Enterprise Tax (BET) - Increased tax from .50% to .75%.



8¢ NEW HAMPSHIRE

Summary of General
and Education Funds Unrestricted Revenue
GAAP Basis (In Millions)

FY 2001 FY 2002

Revenue Category FY 2000 General Education Total General Education Total
BUSINESS ProfitS TaX.......oceuveieeerenieeeereieernenes $ 1688 | $ 1796 $ 158 $ 1954|% 1286 $ 326 $ 1612
Business ENterprise TaX.......oooveeerveneecrrenenneenns 148.5 122.2 36.7 158.9 121.0 101.2 222.2
Subtotal.......... . 317.3 301.8 52.5 354.3 249.6 133.8 383.4
Meals & ROOMS TaX......coueiieeicieecieeieicnnaee 156.2 157.2 6.8 164.0 164.0 6.6 170.6
TODACCO TAX...vvereereeie e 95.0 61.0 254 86.4 60.3 24.0 84.3
Liquor Sales and Distribution.............cccccveeuee. 86.0 89.3 - 89.3 96.2 96.2
Interest & Dividends TaX.......cooveeeerreeeernenenens 65.5 76.7 - 76.7 70.3 70.3
INSUIrANCE TaAX....civieereereieirieeiee et 59.3 66.5 - 66.5 76.1 - 76.1
COMMUNICALIONS TAX....veeerereeresesereseseseseserenes 47.8 49.0 - 49.0 64.7 64.7
Real Estate Transfer Tax.... 85.0 59.5 29.7 89.2 66.4 331 99.5
Estate and Legacy TaX.......coveevrerrerenreniernerens 56.4 59.3 - 59.3 57.0 57.0
Transfers from Sweepstakes...........cccorevenne 61.5 - 59.4 59.4 66.1 66.1
Tobacco Settlement.... . 54.2 - 38.7 38.7 5.7 40.0 45.7
Utility Property TaX......ccoevneeeereneeremnensernenenns 31.2 - 15.6 15.6 18.2 18.2
Property Tax Not Retained Localy........c.......... 24.2 - 24.2 24.2 29.0 29.0
Property Tax Retained Locally.........c.ccovevvenne. 418.0 - 418.0 418.0 454.1 454.1
130.9 137.4 0.2 137.6 127.5 127.5
1,688.5 1,057.7 670.5 1,728.2 1,037.8 804.9 1,842.7
74.2 85.2 - 85.2 98.2 98.2
1,762.7 1,142.9 670.5 1,813.4 1,136.0 804.9 1,940.9
12.9 13.0 - 13.0 16.3 - 16.3
TOAl..c.cve e $ 17756|$ 11559 $ 6705 $ 18264|% 11523 $ 8049 $ 1957.2

Business Taxes revenue totaled $383.4 million, which was an increase of $29.1 million over prior year, but below estimates by $60.5
million. Due to the combined filing of the BPT and the BET by taxpayers, it is not currently possible to accurately measure the
individual effects of each tax increase. The Meals and Rooms Tax totaled $170.6 million, which had a respectable increase of 4.0%
over prior year but fell short of estimates by 3.1%. Due to increasing cost of health and other insurance lines, the Insurance Tax totaled
$76.1 million, which was a 14.4% increase over prior year.

While many states have had devastating revenue losses because of shortfalls in income tax proceeds related to declines in capital gains,
New Hampshire’s reliance on the statewide property tax and business enterprise tax have added relative stability to its revenue
structure. The Statewide Property Tax totaled $483.1 million, which makes up 25% of the state's total unrestricted revenue.

Five Year Summary of General Fund
Revenues and Expenditures
GAAP Basis (In Millions)

FY 1998 FY 1999  FY 2000 FY 2001 FY 2002*

Total Revenues, Transfers In and Other... $1,278 $ 1360 $ 1313 $ 1,423 $ 2412
Total Expenditures and Transfers Out .. .. 1,241 1,272 1,412 1,404 $ 2428
Revenues over (under) Expenditures.... $ 37 $ 8 $ 99 $ 19 $ (16)

In Fiscal 2002, the special fund, which was used to capture federal grants and state match, was combined with the
general fund.
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Budgetary Process

The state budget is prepared on a biennial basis. Prior to the start of each biennium, all departments of the state are required
by law to transmit to the commissioner of the Department of Administrative Services requests for capital and operating expenses and
estimates for revenue for the ensuing biennium. Following public hearings and consultation with various department heads, the
Governor prepares a recommended budget. The budget is forwarded to the Legislature by February 15th of the odd year for
consideration. The Legislature performs its review of the proposed budget and can make further adjustments. The budget passed
by the Legislature is forwarded to the Governor to be enacted into law or to be vetoed.

The legal level of budgetary control is at the department level. All departments are authorized to transfer appropriations within
their departments with prior approval from the Legislative Fiscal Committee and the Executive Council.

Internal Controls

Major fiscal responsibilities within the state are segregated among the following officials:

* Department of Administrative Services - The commissioner of Administrative Services, the assistant commissioner/budget
officer and the comptroller are responsible for enforcing financial policy guidelines, developing the executive budget, collecting
financial data from individual agencies, developing and reviewing appropriation control procedures, and compiling agency financial
information.

* Legislative Budget Assistant (LBA) - The LBA, appointed by the Fiscal Committee, is responsible for ensuring that an annual
audit is conducted of the state’s general purpose financial statements prepared by the Department of Administrative Services. The
LBA also provides staff assistance to the finance committees of the state Legislature. The LBA Audit Division performs various
financial, compliance, and performance audits of state agencies.

* State Treasurer - The state treasurer, elected by the Legislature, is responsible for executing policy for the management of the
state treasury and depositing and investing state funds as well as the issuing of general obligation and revenue bonds.

* State Agencies - Agency commissioners and directors are responsible for administering their agencies, in accordance with
legislative and executive directives, to effectively service the citizens of the state.

Financial transactions for the various state agencies are recorded in the New Hampshire Integrated Financial System (NHIFS).
The state’s centralized accounting system and other accounting procedures were designed to provide various controls to provide
reasonable, but not absolute, assurance regarding the safeguarding of assets against loss from unauthorized use and the proper
recording of financial transactions. The Department of Administrative Services prepared the Internal Controls Tool Kit to further
educate agency personnel in the importance of maintaining an effective internal control structure.

Cash and Investments

Cash deposits into the state treasury are coordinated jointly by the state treasurer and the state agencies. Cash is managed in
pooled investment funds in order to maximize interest earnings. Investments are made in accordance with state statutes. Cash is
primarily invested in United States Treasury and agency obligations and certificates of deposit. For the fiscal year ended June 30, 2002,
the average daily balance of pooled investment funds was estimated at $339.8 million, with an average yield of 2.9%. Total investment
income was $10.0 million for the year.

Insurance

Historically, the state has assumed the risk for fire, property, and general liability purposes, except where the provisions of
law allow for the purchase of commercial insurance or where commercial insurance has been proven beneficial to the general
public. Commercial insurance is purchased by the state to cover such things as fleet automobile, watercraft and aircraft liability,
ski area operations to protect the state from liabilities resulting from the state run facility, and a faithful performance position
schedule bond to protect against dishonest acts of employees. Effective May 1, 2000, commercial insurance is purchased to cover
state owned buildings in the event of a catastrophic loss.
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Prior to July 1985, the state relied on the doctrine of sovereign immunity. Subsequently, legislation became effective creating
the statute “Claims Against the State” in which sovereign immunity was waived to certain limits and would allow certain types of
actions and claims to be brought against the state. The limits set by the statute are the basis for risk management programs.

OTHER INFORMATION
Audits

Pursuant to RSA 21-1:8,1,(h), the Legislative Budget Assistant may designate a certified public accountant not employed in state
service to conduct an annual audit, in accordance with Generally Accepted Auditing Standards, of the state’s basic financial statements.
KPMG LLP, the designated certified public accountant, has performed an independent audit of the state’s basic financial statements
for the fiscal year ended June 30, 2002.

In order to comply with the Single Audit Act of 1984, the Legislative Budget Assistant also contracts for a single audit of the
state as a whole, which will include a legal compliance report on all federal funds received by the state. This report (including a
Schedule of Expenditures of Federal Awards received by the state and comments on internal accounting controls and compliance with
laws, rules and regulations) will be published separately.

Certificate of Achievement

The Government Finance Officers Association of the United States of America and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the state of New Hampshire for its Comprehensive Annual Financial Report
(CAFR) for the fiscal year ended June 30, 2001. This was the fifth consecutive year that the state received this prestigious award.

In order to be awarded a certificate of achievement, a government unit must publish an easily readable and efficiently organized
comprehensive annual financial report. The CAFR must satisfy both accounting principles generaly accepted in the USA and applicable

legal requirements.

A certificate of achievement is valid for a period of one year only. We believe our current report continues to comply with the
program requirements, and we are submitting it to GFOA to determine its eligibility for another certificate.

Annual Report to the Citizens
Again in fiscal year 2002, the Department of Administrative Services published the Annual Report to the Citizens. That report
presents a simplified version of the financial information contained in the CAFR, as well as an overview of state operations and other

nonfinancial data. A copy of the report may be obtained from the Department of Administrative Services, 25 Capitol St. Rm 310,
Concord NH 03301, or from the department's web site at http;//www.state.nh.us/das/accounting/reports.htm.

Acknowledgements

In submitting this report, I acknowledge the cooperation and assistance of all the state agencies and the dedication of the
employees of the Department of Administrative Services.

Respectfully submitted,
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N

99 High Street Telephone 617 988 1000
Boston, MA 02110-2371 Fax 617 988 0800

INDEPENDENT AUDITORS’ REPORT

To the Fiscal Committee of the General Court
State of New Hampshire
Concord, New Hampshire

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of the
State of New Hampshire as of and for the year ended June 30, 2002, which collectively comprise the State of New
Hampshire’s basic financial statements as listed in the table of contents. These basic financial statements are the respon-
sibility of the State of New Hampshire’s management. Our responsibility is to express opinions on these basic financial
statements based on our audit. We did not audit the financial statements of any of the discretely presented component
units and we did not audit the financial statements of the Investment Trust Funds. Those financial statements were
audited by other auditors whose reports thereon have been furnished to us, and our opinion, insofar as it relates to
amounts included for those entities, is based solely on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States of America. Those standards require that we plan and perform the audit to obtain reason-
able assurance about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the basic financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit and the reports of other auditors provides a reasonable basis
for our opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to above present
fairly, in all material respects, the respective financial position of the governmental activities, the business-type activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of
the State of New Hampshire as of June 30, 2002, and the respective changes in financial position and cash flows, where
applicable, for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

KPMGLLP. KPMGLLP, aU.S. limited lighility partnership, is
amember of KPMG Internationa, aSwiss assodation.
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To the Fiscal Committee of the General Court
State of New Hampshire

As described in Note 1, the State of New Hampshire has implemented the following Governmental Accounting Stan-
dards Board Statements: Statement No. 34, Basic Financial Statements — and Management’s Discussion and Analysis — for State
and Local Governments; Statement No. 35 Basic Financial Statements — and Management’s Discussion and Analysis — for Public
Colleges and Universities; Statement No. 37 Basic Financial Statements — and Management’s Discussion and Analysis — for State
and Local Governments: Omnibus; Statement No. 38 Certain Financial Statement Note Disclosures, and Interpretation No. 6
Recognition and Measurement of Certain Liabilities and Expenditures in Governmental Fund Financial Statements, as of June 30,
2002.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
State of New Hampshire’s basic financial statements. The combining financial statements and schedules as listed in the
accompanying table of contents are presented for purposes of additional analysis and are not a required part of the basic
financial statements of the State of New Hampshire. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion is fairly stated in all material respects in relation
to the basic financial statements taken as a whole.

Management’s Discussion and Analysis on pages 16 through 21, and the budget to actual - budgetary basis schedule on
pages 65 through 68 are not required parts of the basic financial statements, but are supplementary information required
by accounting principles generally accepted in the United States of America. We have applied certain limited procedures,
which consist principally of inquires of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued a report dated December 16, 2002, on our
consideration of the State of New Hampshire’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be read in conjunction with this report in considering the
results of our audit.

The information included in the introductory and statistical sections of this report has not been subjected to auditing
procedures applied by us in the audit of the basic financial statements and, accordingly, we express no opinion on it.

KPMce LIP

December 16, 2002
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The following is a discussion and analysis of the financial activi-
ties of the State of New Hampshire (the state) for the fiscal year
ended June 30, 2002. We encourage readers to consider the in-
formation presented here in conjunction with additional infor-
mation included in our letter of transmittal, which can be found
at the front of this report and with the state’s financial state-
ments, which follow this section.

Because this is the first year the state has implemented the new
reporting provisions of the Governmental Accounting Standards
Board’s Statement No. 34 (GASB 34), this discussion and analy-
sis provides limited comparisons to prior years. However, in
future years, as will be required, comparisons will be more
meaningful and will go further in explaining the state’s financial
position and changes in financial position.

FINANCIAL HIGHLIGHTS -PRIMARY GOVERNMENT

Government-Wide Highlights:

* Net Assets: The total assets of the state exceeded total
liabilities at fiscal year ending June 30, 2002 by $2.4
billion. This amount is presented as “net assets” on the
Statement of Net Assets for the Total Primary Govern-
ment (a condensed Statement can be seen in this MD&A
section of this report). Of this amount, $383.6 million
was reported as unrestricted net assets, $697.9 million
was restricted net assets, and $1,352.0 million was in-
vested in capital assets. Unrestricted net assets repre-
sent the amount available to be used to meet the state’s
ongoing obligations to citizens and creditors.

¢ Changes in Net Assets: The state’s total net assets in-
creased by $35.1 million, or 1.5%, in fiscal year 2002.
Net assets of governmental activities increased by $42.9
million (2.4%), while net assets of the business-type
activities showed a decrease of $7.8 million (1.3%).

Fund Highlights:

* Governmental Funds - Fund Balances: As of the close
of fiscal year 2002, the state’s governmental funds re-
ported a combined ending fund balance of $390.0 mil-
lion, a decrease of $2.4 million in comparison with the
prior year. Included in the combined governmental fund
balance is the activity of the state’s General Fund. The
General Fund ended the fiscal year with an unreserved,
undesignated deficit of $37.9 million. The Revenue Sta-
bilization account (Rainy Day Fund) remained at $55.2
million and the Health Care fund decreased to $33.9
million.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an intro-
duction to the state’s basic financial statements. The state’s basic
financial statements include three components:

1. Government-Wide financial statements,

2.  Fund financial statements, and

3. Notes to the financial statements.

This report also contains supplementary information in addition
to the basic financial statements.

Government-Wide Financial Statements

The government-wide financial statements provide a broad view
of the state’s finances. These statements (Statement of Net Assets
and the Statement of Activities) provide both short-term and
long-term information about the state’s overall financial posi-
tion. They are prepared using the accrual basis of accounting,
which recognizes all revenues and expenses connected with the
fiscal year even if cash has not been received or paid.

* The Statement of Net Assets, found on page 24 pre-
sents all of the state’s non-fiduciary assets and liabili-
ties. The difference between assets and liabilities is
reported as “net assets” instead of fund equity as shown
on the Fund Statements. Over time, increases or de-
creases in the net assets may serve as a useful indicator
of whether the financial position of the state is improv-
ing or deteriorating.

* The Statement of Activities, found on page 26 presents
information showing how the state’s net assets changed
during the most recent fiscal year. All changes in net
assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the tim-
ing of related cash flows. Thus, revenues and expenses
are reported in this statement for some items that will
not result in cash flows until future fiscal periods (such
as uncollected taxes and licenses and earned but un-
used vacation leave). This statement also presents a
comparison between direct expenses and program rev-
enues for each function of the state.

Both of the government-wide financial statements have separate
sections for three different types of state activities. These three
types of activities are:

* Governmental Activities: The activities in this section
represent most of the state’s basic services and are gen-
erally supported by taxes, grants and intergovernmen-
tal revenues. The governmental activities of the state
include general government, administration of justice
and public protection, resource protection and develop-
ment, transportation, health and social services, and
education.

® Business-Type Activities: These activities are normally
intended to recover all or a significant portion of their
costs through user fees and charges to external users of
goods and services. These business-type activities of the
state include the operations of the:

* Liquor Commission,
* Sweepstake Commission,
*  Turnpike System, and

* New Hampshire Unemployment Compensation
Trust Fund.



* Discretely Presented Component Units: Component
Units are entities that are legally separate from the state,
but for which the state is financially accountable. The
state’s discretely presented component units are pre-
sented in the aggregate in these Government-Wide State-
ments and include the:

®  University System of New Hampshire (USNH),
® Business Finance Authority,
*  Pease Development Authority, and

* Community Development Finance Authority.

Complete financial statements of the individual component units
can be obtained from their respective administrative offices.
Addresses and other additional information about the state’s
component units are presented in the notes to the financial state-
ments.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific
activities or objectives. The state, like other state and local gov-
ernments, uses fund accounting to ensure and demonstrate com-
pliance with finance-related legal requirements. The fund finan-
cial statements, focus on the individual parts of the state govern-
ment, and report the state’s operations in more detail than the
government-wide statements. The state’s funds are divided into
3 categories - governmental, proprietary and fiduciary. For gov-
ernmental and proprietary funds, only those funds that are con-
sidered Major Funds are reported in individual columns in the
Fund Financial Statements with combining schedules in the
Supplementary Section to support the Non-Major activities. Fi-
duciary Funds are reported by fiduciary type (pension, private-
purpose, investment trust, and agency) with combining sched-
ules in the supplementary section.

* Governmental Funds: Most of the basic services pro-
vided by the state are financed through governmental
funds. Unlike the government-wide financial statements,
the governmental fund financial statements report us-
ing the modified accrual basis of accounting, which
measures cash and all other financial assets that can
readily be converted into cash. Governmental fund in-
formation helps determine whether there are more or
fewer financial resources that can be spent in the near
future to finance the state’s programs. The basic gov-
ernmental fund financial statements can be found on
pages 30-33.

Because the focus of governmental funds is narrower
than that of the government-wide financial statements,
it is useful to compare the information presented here
with similar information presented in the government-
wide financial statements. Reconciliations are provided
between the Governmental Fund Statements and the
Government-Wide Statements, which can be found on
pages 31 and 33.

The state’s major governmental funds include the
General Fund, Highway Fund, and Education Fund.

Individual fund data for each of the state’s non-major
governmental funds (Fish and Game Fund, Capital Fund
and Permanent Funds) are provided in the combining
statements found on pages 71-72.

® Proprietary Funds: The state’s proprietary funds pro-
vide goods and services to the general public and charge
a user fee. These activities are reported in 4 enterprise
funds, all considered major funds. They include the
operations of the Liquor Commission, Sweepstake Com-
mission, Turnpike System and the New Hampshire Un-
employment Trust Fund.

Like the government-wide financial statements, propri-
etary fund financial statements use the accrual basis of
accounting. Therefore there is no reconciliation needed
between the government-wide financial statements for
business-type activities and the proprietary fund finan-
cial statements. The basic proprietary funds financial
statements can be found on pages 36-38.

* Fiduciary Funds and Similar Component Units: These
funds are used to account for resources held for the
benefit of parties outside the state government. Fidu-
ciary funds are not reflected in the government-wide
financial statements because the resources of these funds
are not available to support the state’s own programs.
The accounting used for fiduciary funds is much like
that used for proprietary funds in that they use the
accrual basis of accounting.

The state’s fiduciary funds on pages 40-41 include the:
* Pension Trust Fund (which accounts for the
activity of the state’s New Hampshire Retire-

ment System - a component unit of the state),

¢ Investment Trust Fund (which accounts for the

activity of the external investment pool known
as PDIP),

®  Private-Purpose Trust Funds (which account
for the activity of trust arrangements under
which principal and income benefit individu-
als, private organizations, or other govern-
ments), and

*  Agency Funds (which account for the resources
held in a pure custodial capacity).

Individual fund detail can be found in the combining financial
statements in the Other Supplementary Information Section.

Major Component Units

The state has only one major component unit - the University
System of New Hampshire and 3 non-major component units.
This separation is determined by the relative size of the indi-
vidual entities’ assets, liabilities, revenues and expenses in rela-
tion to the combined total of all component units. The basic
financial statements for the component units have been presented
in a condensed format located in Footnote 12 of the Notes to the
Financial Statements.

NEW HAMPSHIRE « 17
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Notes to the Financial Statements
The notes provide additional information that is essential to a full understanding of the data provided in the government-wide
and the fund financial statements. The notes to the financial statements begin on page 43.

Required Supplementary Information

The basic financial statements and accompanying notes are followed by a section of required supplementary information. This
section includes a budgetary comparison schedule for each of the state’s major governmental funds, and includes a reconcilia-
tion between the statutory fund balance for budgetary purposes and the fund balance as presented in the governmental fund
financial statements.

Other Supplementary Information
Other supplementary information includes combining financial statements for non-major governmental and fiduciary funds.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net Assets

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. The state’s combined
net assets (government and business-type activities) totaled $2.4 billion at the end of 2002, which was relatively unchanged when
compared to the end of the previous year.

State of New Hampshire’s Net Assets as of June 30, 2002
(expressed in thousands)
Governmental Business-type Total Primary
Activities Activities Government
Current assets $ 719,455 $ 396,628 $ 1,116,083
Capital assets 1,874,213 518,212 2,392,425
Other assets 275,188 78,090 353,278
Total assets 2,868,856 992,930 3,861,786
Long-term liabilities 668,392 337,807 1,006,199
Other liabilities 359,919 62,147 422,066
Total liabilities 1,028,311 399,954 1,428,265
Net assets:

Invested in capital assets,
net of related debt 1,214,131 137,890 1,352,021
Restricted 296,405 401,502 697,907
Unrestricted 330,009 53,584 383,593
Total net assets $ 1,840,545 $ 592,976 $ 2,433,521

The largest portion of the state’s net assets (55.6%) reflects its investment in capital assets such as land, buildings, equipment, and
infrastructure (roads and bridges), less any related outstanding debt used to acquire those assets. Although the state’s investment
in its capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt must be provided
from other sources, since the capital assets themselves generally cannot be used to liquidate these liabilities.

An additional portion of the state’s net assets (28.7%) represents resources that are subject to external restrictions on how they may
be used. The remaining balance of unrestricted net assets may be used to meet the state’s ongoing obligations to citizens and
creditors. Internally imposed designations of resources such as the Health Care fund are not presented as restricted net assets and
therefore are included as unrestricted net assets.

At the end of the current fiscal year, the state reported positive balances in all three categories of net assets, both for the government
as a whole, as well as for its separate governmental and business-type activities.
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Changes in Net Assets
The state’s net assets increased by $35.1 million, or 1.5%, during the current fiscal year. Total revenue of $4,262.3 million exceeded
expenditures ($4,219.5 million) and transfers out ($7.7 million).

More than half of the state’s revenue (56.8%) is from program revenue consisting of charges for goods and services, and federal and
local grants and contributions. General taxes brought in $1.8 billion in revenues.

The state’s expenses cover a range of services. The largest expenses were for Health and Social Services and Education, which
accounted for 32.2% and 30.6% of total expenditures, respectively. Education over the last few years has grown significantly due to
the adequacy education grant payments made to schools as a result of the recent court decisions.

State of New Hampshire's Changes in Net Assets

For Fiscal Year Ending June 30, 2002 Revenues - Governmental Activities

(expressed in thousands) Hscal Year Ending June 30, 2002
Governmental Business-type Total Primary
Activities Activities Government Business
Revenues P ers onal Licens e taxes _
Program revenues: taxes 4% Misc
Charges for services $ 491,257 $ 726,970 $ 1,218,227 206 o Services
Operating grants & contributions 1,003,587 1,003,587 4%
Capital grants & contributions 200,429 200,429 | S pecia taxes
General revenues: 30%
General Property Taxes 502,604 502,604
Special taxes 1,059,080 1,059,080
Personal taxes 84,222 84,222 Grz?lntsl &
K K contributions
Business License taxes 141,851 141,851 General 350
Interest 1,289 1,289 P roperty
Miscellaneous 51,030 51,030 T axes
Total revenues 3,535,349 726,970 4,262,319 1%
Expenses
General government 185,269 185,269 o
Administration of justice and Expenses - Governmental Activities
public protection 231,309 231,300 Fiscal Year Ending June 30, 2002
Resource protection and
development 115,670 115,670
Transportation 419,048 419,048 Justice &
Health and social services 1,358,774 1,358,774 General publi_c Res ource
Education 1,292,751 1,292,751 government F’fm:;t'on protection &
Interest Expense 30,609 30,609 5% 0 development
Turnpike System 55,677 55,677 3%
Liquor Commission 250,986 250,986 e:;'r‘:;%
Sweepstake Commission 149,791 149,791 % DT rans portation
Unemployment Compensation 120,623 120,623 2%
Total expenses 3,633,430 586,077 4,219,507
Increase (decrease) in net assets before transfers (98,081) 140,893 42,812 E ducation / Health & odial
Transfers 141,002 (148,727) (7,725) 36% services
Increase(decrease) in net assets 42,921 (7,834) 35,087 37%
Net assets, beginning of year (as restated) 1,797,624 600,810 2,398,434
Net assets, end of year $ 1,840,545 $ 592,976 $ 2,433,521

Governmental Activities

Governmental activity expenses exceeded revenues in fiscal 2002, thereby decreasing the state’s net assets by $98.1 million, before
transfer activity. Incoming transfers of $148.7 million were from the combined profits from the Liquor Commission and the Sweep-
stakes Commission. Outgoing transfers were to the Pease Development Authority (PDA) ($7.7 million) in order to transfer the assets
of the Port Authority. Effective July 1, 2001 through legislation, the assets and operations of the Port Authority were transferred from
the state to PDA.



20« NEW HAMPSHIRE

A comparison of the cost of services by function for the state’s
governmental activities with the related program revenues is
shown below. Note that the largest expenses for the state, Health
and Social Services and Education, also represent those activities
that have the largest gap between expense and program rev-
enues. Since these expenditures are least recovered from pro-
gram revenues, the differences are made up from general rev-
enues, which primarily represent state’s taxes, such as the state-
wide property taxes, business profits tax, business enterprise tax,
real estate transfer, tobacco, meals and rooms, interest and divi-
dends, and road toll tax, etc.

Expenses and Program Revenues - Governmental Activities
Fiscal Year Ending June 30, 2002
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Business-Type Activities

The charges for goods and services for the state’s business type
activities were more than adequate to cover the operating ex-
penses. Net proceeds from the operations of the Liquor Com-
mission contributed $82.6 million, which were transferred to the
General Fund to fund the general operations of the state. Net
proceeds from the Sweepstakes Commission contributed $66.1

million and were transferred to the Education Fund.

FINANCIAL ANALYSIS OF THE STATE’S FUNDS

As noted earlier, the state uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements.

Governmental Funds

The focus of the state’s governmental funds is to provide infor-
mation on near-term inflows, outflows, and balances of
spendable resources. Such information is useful in assessing the
state’s financing requirements. In particular, unreserved fund
balance may serve as a useful measure of a government’s net
resources available for spending at the end of the fiscal year.

General Fund

The general fund is the chief operating fund of the state. At the
end of the current fiscal year, the general fund had an unre-
served, undesignated deficit balance of $37.9 million, while total

fund equity was $219.8 million. The deficit can be attributed to
the effects of the sluggish economy and tax revenues falling short
of estimates.

Education Fund

The education fund, before year-end transfers, had a deficit of
$16.6 million. The General Fund transferred the cash to bring the
fund balance to zero at June 30. The deficit can be contributed
to revenue shortfalls and increased spending. Expenditures grew
this fiscal year by approximately 7.5% or $61.7 million as a result
of increases in the adequacy education grant payments.

Proprietary Funds

The state’s proprietary fund statements provide the same type of
information found in the government-wide financial statements,
but in more detail. Like the government-wide financial state-
ments, proprietary fund financial statements use the accrual basis
of accounting. Therefore there is no reconciliation needed be-
tween the government-wide financial statements for business-
type activities and the proprietary fund financial statements.

GENERAL FUND BUDGETARY HIGHLIGHTS

During the fiscal year, the original budget was amended by
various supplemental appropriations and appropriation revisions.
Budget to Actual Schedules for the major governmental funds
are in the Required Supplementary Information section begin-
ning on page 65.

An additional $264 million of General Fund expenditure appro-
priations and related funding from the federal government and
other sources, were approved. Significant ones are noted below:

® Health and Social Services was granted additional ap-
propriations as a result of increased revenue over esti-
mates, including (but not limited to) $82 million of Pro
Share, $23 million of Provider Payment Grants, $5.7
million of Disproportionate Share and $6.7 million of
Hospital Uncompensated Care Receipts.

®  The Department of Justice received $19 million in fed-
erally funded grants broken out as follows: $2 million
for the Victims Crime Program, $3 million for Criminal
Justice System Improvements and $14 million for ex-
panding correctional facilities.

* Additional Educational appropriations were the result
of $20 million of federally funded grants for class size
reduction, educationally deprived low-income students,
and individuals with disabilities. In additional the Tech-
nical Colleges received $8 million in federal funds for
a Job Training Partnership grant.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The state’s investment in capital assets for its governmental and
business-type activities as of June 30, 2002, amounts to $4.4 bil-
lion. Accumulated depreciation amounts of $2.0 billion, leaving
a net book value of $2.4 billion. This investment in capital assets
includes equipment, real property, infrastructure, computer soft-
ware, and construction in progress. Infrastructure assets are items
that are normally immovable, of value only to the state and in-
clude only roads and bridges. GASB 34 requires assets, includ-
ing infrastructure, to be capitalized and depreciated and reported
on the Statement of Net Assets. Previously, capital assets ex-



cluding infrastructure, for the state’s governmental funds were
reported in the General Fixed Asset Account Group (GFAAG).
The net book value of the state’s infrastructure for its roads and
bridges approximating $1.5 billion was reported for the first time
this year in accordance with the new GASB requirements. Other
additions were for buildings and building improvements, which
net of accumulated depreciation, increased $30.0 million.

Additional information on the state’s capital assets can be found
in Footnote 4 of the Notes to the Financial Statements.

Debt Administration

The state may issue general obligation bonds, revenue bonds,
and notes in anticipation of such bonds authorized by the Leg-
islature and Governor and Council. The state may also directly
guarantee certain authority or political subdivision obligations.
At the end of the current fiscal year, the state had total bonded
debt outstanding of $1.0 billion. Of this amount, $682.4 million
are general obligation bonds, which are backed by the full faith
and credit of the state. The remainder of the state’s bonded debt
is Turnpike revenue bonds, which are secured by the specified
revenue sources within the Turnpike System.

During the current fiscal year, the state refinanced some of its
existing debt to take advantage of favorable interest rates. In
November 2001 the state issued $100 million of GO bonds and
used a portion of the proceeds to repay $50 million of bond
anticipation notes that were outstanding last year. The state’s
general obligation bonds maintain an “AA+” rating from both
Standard & Poor’s Corporation and Fitch IBCA and a “Aa2”
rating by Moody’s Investors Service.

The state does not have any debt limitations, except for contin-
gent debt guarantees, which are detailed in the notes to the fi-
nancial statements. Additional information on the state’s long-
term debt obligations can be found in Footnote 5 of the Notes to
the Financial Statements.

ECONOMIC CONDITIONS

Along with the nation, the state’s economy is struggling to re-
cover. The New England economy is expected to remain stag-
nant with modest growth beginning in the first quarter of 2003.
Although unemployment is expected to increase, NH is expected
to remain below both the US average and New England. While
many states have had devastating revenue losses because of
shortfalls in income tax proceeds related to declines in capital
gains, New Hampshire’s reliance on the statewide property tax
and business enterprise tax have added relative stability to its
revenue structure.

In 2002, it became apparent that state revenues fell short of ex-
pectations and the fiscal 2002 general fund budget was reduced
by 1% and a hiring freeze was imposed.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview
of the state’s finances for all of New Hampshire citizens, taxpay-
ers, customers, investors and creditors. This financial report seeks
to demonstrate the state’s accountability for the money it re-
ceives. Questions concerning any of the information provided in
this report or requests for additional information should be ad-
dressed to: State of New Hampshire, Department of Administra-
tive Services, Division of Accounting Services, 25 Capitol Street,
State House Annex Room 310, Concord, NH 03301.
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STATE OF NEW HAMPSHIRE
STATEMENT OF NET ASSETS
JUNE 30, 2002

(Expressed in Thousands) )
Primary Government

Governmental Business-Type Component
ASSETS Activities Activities Total Units
Current Assets:
Cash and Cash Equivalents............ccccocveeviveeeiiiee e, $ 278,885 $ 353,204 $ 632,089 $ 85,056
Cash and Cash Equivalents-Restricted..............cccccoevuvnen.. 2,608 2,608 13,294
Receivables (Net of Allowances for Uncollectibles)........... 427,732 15,916 443,648 47,053
Other Receivables-Restricted...........cocccveviieiiviiiiiiiie e 8,125
Internal BalanCes..........c..eeviiiiiiiiiie e (1,423) 1,423
Due from Component Units 1,044 1,044
INVENTOTIES. ... 11,716 23,450 35,166
Other CUrrent ASSELS......cccuiuiriiiiiiieiereeree e e e 1,501 27 1,528 83,510
Total Current ASSEtS........coooeviiii i 719,455 396,628 1,116,083 237,038
Noncurrent Assets:
Receivables (Net of Allowances for Uncollectibles)........... 168,715 168,715 31,059
Due from Component UNitS........ccceeeeeiiiiieiiee i, 48,796 48,796
INVESTMENTS....coiiiiiiiie et 11,960 11,960 212,368
Investments-ReStricted. ..o 45717 74,818 120,535
BONd ISSUE COSES.....uuuiiiiiiiiiiiiiiieeeeeee e 3,272 3,272
OthEr ASSELS....ccc e 3,207
Capital Assets:
Land & Land IMmprovements..........cccceevvevvieeeeeiciiveeeeeeeenens 465,419 92,694 558,113 10,366
Buildings & Building Improvements 464,958 21,386 486,344 677,305
Equipment & Computer Software............cccvveveeeiiiivieeennnn, 120,608 24,189 144,797 110,825
CoNnstruction in Progress.........occvveeeeeeiiiieeeeesiiiiesee e s 195,839 67,369 263,208 85,174
INFraStIUCLUNE. .....uiiiiiiiiieieee e 2,464,137 478,079 2,942,216
Less: Allowance for Depreciation ...........cccceeveeveriienennn, (1,836,748) (165,505) (2,002,253) (371,877)
Net Capital ASSEetS.......cceveviieeriiireriieens 1,874,213 518,212 2,392,425 511,793
Total Noncurrent Assets 2,149,401 596,302 2,745,703 758,427
TOtAl ASSELS..cc i 2,868,856 992,930 3,861,786 995,465
LIABILITIES
Current Liabilities:
Accounts Payable.........ccccooviiiiiii e 169,652 31,526 201,178 25,827
Accrued Payroll..........ooeeiiiiie e 22,100 1,147 23,247 12,704
Due to Primary GOVErNMENt...........cocueeiieeiiiiiiieeeeeriiieeae e 1,044
Deferred REVENUE..........cccoiei i, 71,117 2,775 73,892 27,894
Unclaimed PrizES.........ccooooiiiiiiieerier e 5,146 2,333 7,479
General Obligation Bonds Payable...........cccccccovcviiiieeennnn, 68,300 4,016 72,316
Compensated Absences Payable & Uninsured Claims... 18,729 911 19,640
Other LiabilitieS. .......oooiiieiiiieerceee e 197 7,350 7,547 20,807
Current Liabilities Payable from Restricted Assets:
Revenue Bonds Payable............ocooeiiiiiin, 7,765 7,765
Other Liabilities........ccccociiiiiiiiieieeeeeee e 4,678 4,324 9,002 247
Total Current Liabilities..............ccocoeeiviiiviiieeenenn, 359,919 62,147 422,066 88,523
Noncurrent Liabilities:
Net General Obligation Bonds Payable 591,904 18,169 610,073
Revenue Bonds Payable ............ccccveeeieiiiiiinic e, 313,396 313,396 193,889
Compensated Absences Payable & Uninsured Claims... 63,507 4,659 68,166 67,589
Due to Primary GOVernment.........ccccooevveveeeeiiiveneeesscinnennn 48,796
Other Noncurrent Liabilities...........cccccoviviiiiieieieieeeeeeeeeeeee, 12,981 1,583 14,564 58,871
Total Noncurrent Liabilities 668,392 337,807 1,006,199 369,145
Total Liabilities. .......ceeeereeeiiee e 1,028,311 399,954 1,428,265 457,668

The notes to the financial statements are an integral part of this statement.



NEW HAMPSHIRE » 25
STATE OF NEW HAMPSHIRE

STATEMENT OF NET ASSETS

JUNE 30, 2002

(Expressed in Thousands) .
Primary Government

Governmental Business-Type Component
NET ASSETS Activities Activities Total Units
Invested in Capital Assets, net of related debt.............. $ 1,214,131 $ 137,890 $1,352,021 $ 327,087
Restricted for Debt Repayments..........ccccceevvivivieeeeinnnnn, 39,198 39,198
Restricted for Unemployment Benefits............ccccvveeenes 324,076 324,076
Restricted for Permanent Funds...........cccccoveveiniieeninn, 9,396 9,396
Restricted for Capital Assets from Unspent
Bond Proceeds............cooooiciiiiiiiiiiiiiieerer e, 46,014 38,228 84,242
Restricted for Environmental Loans............cccccvvvvvvennns 185,794 185,794
Restricted for Revenue Stabilization..............cccccvvveeees 55,201 55,201
Restricted Component Unit Net ASSetS..........ccccceeeeennee 177,541
Unrestricted Net ASSEtS.......cooiiivriieiiiiieeiiiee e 330,009 53,584 383,593 33,169
Total Net ASSELS.....covvieiieiiierie e $ 1,840545 $ 592,976 $2,433,521 $ 537,797

The notes to the financial statements are an integral part of this statement
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STATE OF NEW HAMPSHIRE
STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2002
(Expressed in Thousands)

Program Revenues

Operating Grants

Charges for and Capital Grants
Functions/Programs Expenses Services Contributions and Contributions
PRIMARY GOVERNMENT
Governmental Activities:

General GOVEIMMENL..........cccvververieeierieeiesre e $ 185269 $ 66,629 $ 43,513
Administration of Justice & Public Protection......... 231,309 247,972 52,438
Resource Protection and Development..................... 115,670 56,114 39,919
TranSPOrtatioN. .....c.cceiiieerereree et 419,048 7,058 2,253 $ 200,429
Health and Social Services........coceenenneneneneeeceeenes 1,358,774 81,071 741,061
EdUCALION......oieeeeree e 1,292,751 32,413 124,403
INtEreSt EXPENSE...c.cviiiceerrerreeee s 30,609

Total Governmental ACtVItieS........cooeeueericecenene 3,633,430 491,257 1,003,587 200,429

Business-type Activities:

TUMPIKE SYSTEM ..o 55,677 66,515
Ligquor COMMISSION......ccoirererererereriririer e 259,986 341,935
Sweepstakes Commission.......... 149,791 215,916
Unemployment Compensation...........ccccocoeeeneneecnccnes 120,623 102,604

Total Business-type Activities........cococevevreneens 586,077 726,970

Total Primary GOVErnmMent..........cceeveeureeesnseenns $ 4219507 $ 1,218,227 $ 1,003,587 $ 200,429

COMPONENT UNITS

University System of New Hampshire...........cccuuu... $ 499283 $ 262,251 $ 112959 $ 11,520
Business Finance AUthOrity........c.cocoveereccccenenieen 2,161 3,781
Pease Development AUthOrity........cccoeeereecccecenenieen 12,220 11,842
Community Development Finance Authority.............. 1,664 1,373 610

Total Component Units..........ccceeeuveerrecrnerennnnnn. $ 515328 $ 279,247 $ 113569 $ 11,520

The notes to the financial statements are an integral part of this statement

General Revenues:
General Property TaXeS......c..ueveeeriiieeeeeeiiiieeeaeeaees
Special TAXES. .. uueiieeiiiiiieee e,
Personal Taxes.......cc.uevieiiiiiiiieee e
Business License Taxes
Interest & Investment INCOME............ccceeevieeeninnenn,
MiISCEllaN@OUS........ccocuviiiiiiieiiie e
Payments from State of New Hampshire......................
Loss on Transfer of Capital Assets to Component Unit.
Transfers - Internal Activities.............ccccueeee.
Total General Revenues and Transfers
Changes in Net ASSetS.......cooiiiiiieiiiiiiieee e,
Net Assets - Beginning - Restated...........cccccceeeeiiees,
Net ASSets - ENAING ..o




Net (Expense) Revenues and Changes in Net Assets

Primary Government

Governmental Business-Type Component
Activities Activities Total Units
$ (75,127) $ (75,127)
69,101 69,101
(19,637) (19,637)
(209,308) (209,308)
(536,642) (536,642)
(1,135,935) (1,135,935)
(30,609) (30,609)
(1,938,157) (1,938,157)
$ 10,838 10,838
81,949 81,949
66,125 66,125
(18,019) (18,019)
140,893 140,893
(1,938,157) 140,893 (1,797,264)
$ (112,553)
1,620
(378)
319
(110,992)
502,604 502,604
1,059,080 1,059,080
84,222 84,222
141,851 141,851
1,289 1,289 16,494
51,030 51,030 16,198
84,821
(7,725) (7,725)
148,727 (148,727)
1,981,078 (148,727) 1,832,351 117,513
42,921 (7,834) 35,087 6,521
1,797,624 600,810 2,398,434 531,276

$ 1,840,545 $

592976 $2,433521 $ 537,797

The notes to the financial statements are an integral part of this statement
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Fund Financial Statements
Governmental Funds

General Fund: The General Fund is the state’s primary operating fund
and accounts for all financial transactions not accounted for in any other fund.

Highway Fund: Under the state Constitution, all revenues in excess
of the necessary cost of collection and administration accruing to the state from
motor vehicle registration fees, operators’ licenses, gasoline road toll, or any
other special charges or taxes with respect to the operation of motor vehicles or
the sale or consumption of motor vehicle fuels are appropriated and used
exclusively for the construction, reconstruction, and maintenance of public
highways within this state, including the supervision of traffic thereon and for
the payment of the interest and principal of bonds issued for highway purposes.
All such revenues, together with federal grants-in-aid received by the state for
highway purposes, are credited to the Highway Fund. While the principal and
interest on state highway bonds are charged to the Highway Fund, the assets of
this fund are not pledged to such bonds.

Education Trust Fund: The Education Trust Fund was established
to distribute adequate education grants to school districts. Funding for the
grants comes from a variety of sources, including the statewide property and
utility taxes, incremental portions of existing business and tobacco taxes,
sweepstakes funds, and tobacco settlement funds.
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STATE OF NEW HAMPSHIRE
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2002
(Expressed in Thousands)

Non-Major Total
Governmental Governmental
General Highway Education Funds Funds
ASSETS
Cash and Cash EqUIVaIENtS ............c.ceveeveveeerriiennne. $ 128,252 $ 95,484 $ 55,149 $ 278,885
INVESIMENLS ... 48,842 8,835 57,677
Receivables (Net of Allowances for Uncollectibles).... 355,523 38,749  $15,826 6,663 416,761
Due from Other FUNAS ..........oveeveeeeeeeseeeeeseeeeeeeeeeeeeeen, 1,934 647 2,581
Due from COMPONENLS.............oveveeeeeeeeeeeereeeeeereenn, 49,840 49,840
INVENEOMIES. ..o 5,353 5,800 562 11,715
OhEr ASSELS.......eveeeeeeeeeeeee e 1,503 1,503
Loans and Notes Receivables ............c..cccoovveevernnn.. 179,686 179,686
TOLAl ASSEES oo $ 770,933 $140,033 $16,473 $ 71,209 $ 998,648
LIABILITIES
ACCOUNLS Payable...........cccocovoveveverrereeeeeeeeienns $ 137,838 $ 23,099 $ 8,715 % 169,652
Accrued Payroll 19,124 2,608 368 22,100
Due to Other Funds 2,070 $ 1,934 4,004
Deferred REVENUE .........coceoevveieeeieeesereeeeseneenienens 386,788 8,484 10,200 2,036 407,508
Unclaimed Property and Prizes.........cc.occcovveeenean. 5,146 5,146
Other Liabilities. ............c.cvvevververeeeeereeiese e, 198 198
Total Liabilities 551,164 34,191 12,134 11,119 608,608
FUND BALANCES
Reserved for Encumbrances.............c..coovevevnunnn. 123,378 104,151 47,381 274,910
Reserved for INVENtONES. ..........o.oeeeeeeeeeeeeeeeenenes 5,353 5,800 562 11,715
Reserved for Unexpended Appropriations 39,789 4,339 152,283 196,411
Reserved for Revenue Stabilization......................... 55,201 55,201
Reserved for Health Care Fund...........c.cccocevvevevnann. 33,917 33,917
Reserved for Permanent Trust ..........cccoceeeeveevenennn. 9,396 9,396
Unreserved, Undesignated (Deficit) .............coee...... (37,869) (4,109) (41,978)
Unreserved, Fish & Game Special Revenue Fund... 2,596 2,596
Unreserved (Deficit), Capital Project Fund............... (152,128) (152,128)
Total Fund Balances .............cccceveveveeeeevevenennns, 219,769 105,842 4,339 60,090 390,040
Total Liabilities and Fund Balances................. $ 770,933 $140,033 $16,473 $ 71,209 % 998,648

The notes to the financial statements are an integral part of this statement
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STATE OF NEW HAMPSHIRE

RECONCILIATION OF THE BALANCE SHEET-
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET ASSETS
JUNE 30, 2002

(Expressed in Thousands)

Total fund balances for governmental funds $ 390,040

Amounts reported for governmental activities in the Statement of
Net Assets are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds 1,874,213

Certain tax revenues and loans are earned but not available and
therefore are deferred in the funds:

Business Taxes, 1&D, Utility Property Tax 96,067
DOT Accrued Unbilled Revenue 4,690

SRF Loans 185,794

Component Unit Loans 49,840

Total 336,391

Certain long term liabilities are not payable by current available
resources and therefore are not reported in the funds:

Compensated Absences and Workers Compensation (82,236)

Capital Lease Obligations (7,981)

Litigation (5,000)

Bond Payables (660,204)

Interest Payable (4,678)

Total Long Term Liabilities (760,099)

Net Assets of Governmental Activities $ 1,840,545

The notes to the financial statements are an integral part of this statement
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STATE OF NEW HAMPSHIRE

STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2002

(Expressed in Thousands)

REVENUES

General Property TaXEeS.......cocveeieriieeeeiniieeeeiiiee e
Special TAXES......eviiiiiieeiiiiiee it
Personal TaXES.......cuvviieeiieiiiiiiiiiiieeiee e
Business LiCense TaXesS.........cocvvvviveriiieeeeeeeeseiiiinnes

Non-Business License Taxes

Fines, Penalties and Interest............ccccoceeiiiiiieennns
Grants from Federal Government..............cccceeevuvee..
Grants from Private and Local Sources.....................
Rents and Leases..........cocueviriiiiieiiiiee e
Interest, Premiums and Discounts............ccccoevcveeenne

Sale of Commodities

Sale Of SerViCe.....cooiuiiiiiiiiie e
ASSESSMENTES.....eviiiiiiiieee et
Grants from Other AgeNCies.........ccceveviiieeiiiiiieennns
MiISCellan@OoUS..........coocuiiiiiiiiiieeiee e

Total REVENUES........ceviieieeeiiiiiiireee e

EXPENDITURES
Current:

General GOVErNMENL.........cccovvieiiiiiieee e e eeeeiiiiens
Administration of Justice and Public Protection

Resource Protection and Development...................

Transportation............occeeeeereeerenniiieeeennns
Health and Social Services

EdUCAtiON.......ccoiiieieee e
DEDt SEIVICE....uiiiiii e
Capital Outlay.........cccveiiiiiieeiee e

Total EXpenditures..........ccocveeriieiiicniieeec e

Excess (Deficiency) of Revenues

Over (Under) Expenditures..........cceeveerveiineennnne.

OTHER FINANCING SOURCES (USES)

Operating Transfers IN ........cccoviieeeneeneee e
Transfers in from Enterprise Funds.............ccccoveenee.

Operating Transfers Out......................
Transfers Out to Component Units

Repayment of BANS........coooiiiiiiiieecee e
Capital Lease ACqUISItION...........ccoveervieniiiiiiieeieeens
Proceeds and Premiums from Issuance of Bonds

Total Other Financing Sources (USeS)..........c.ccc.....
Excess (Deficiency) of Revenues and Other Sources

Over (Under) Expenditures and Other Uses

Fund Balances - July 1 ........cccoooiiiiiiiiiiciecieeees
Change in Reserve for Inventory...........cccccceeveeeennns

Fund Balances - June 30..........cevvveeeeeiiiiiiiiiiiieeeeee e

The notes to the financial statements are an integral part of this statement

Non-Major

Total
Governmental Governmental

General Highway Education Funds Funds
$ 413 $ 501,291 $ 501,704
845,175 173,538 1,018,713
60,254 23,968 84,222
17,629 $ 141,801 $ 50 159,480
79,727 67,909 7,643 155,279
93,895 15,706 1,443 111,044
19,697 729 172 20,598
912,321 154,857 37,292 1,104,470
92,197 8,674 377 101,248
1,612 1,612
5,131 1,881 571 7,583
10,834 174 346 11,354
83,294 5,598 88,892
17,365 17,365
2,421 332 488 3,241
76,795 2,043 40,000 915 119,753
2,318,760 399,704 738,797 49,297 3,506,558
116,004 661 116,665
232,622 2,491 235,113
121,084 15,140 136,224
8,821 212,751 221,572
1,351,583 1,077 1,352,660
404,459 882,192 1,286,651
76,815 5,647 297 82,759
34,372 176,741 77,937 289,050
2,345,760 397,630 882,853 94,451 3,720,694
(27,000) 2,074 (144,056) (45,154) (214,136)
3,358 82,270 806 86,434
82,602 66,125 148,727
(82,270) (1,612) (2,552) (86,434)
(50,000) (50,000)

2,600 2,600
5,130 103,340 108,470
11,420 (1,612) 148,395 51,594 209,797
(15,580) 462 4,339 6,440 (4,339)
235,141 103,613 53,691 392,445
208 1,767 (41) 1,934

$ 219,769 $ 105842 $ 4339 $ 60,090 $ 390,040




STATE OF NEW HAMPSHIRE

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

FOR THE FISCAL YEAR ENDED JUNE 30, 2002

(Expressed in Thousands)

Net change in fund balance - total governmental funds $ (2,405)

Additional revenue recognized on the Statement of Activities that do not
provide current financial resources on the fund statements 10,856

Elimination of expenditures related to:

Changes in Debt Repayment and Interest 52,150

Changes in Compensated Absences and Workers Compensation (12,263)
Capitalization of Assets 29,306

SRF loan program 31,472

100,665

Transfer of Port Assets to Pease Development Authority (7,725)

Elimination of other financing sources recorded on the fund

statements for bond proceeds and premiums (58,470)

Change in net assets of governmental activities $ 42921

The notes to the financial statements are an integral part of this statement
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Proprietary-Enterprise Fund Financial Statements

Turnpike System: The state constructs, maintains, and operates
transportation toll facilities. The Legislature has established a 10-year
state highway construction and reconstruction plan and authorized major
expansion and improvement projects as part of a Capital Improvement
Program. These include a partial circumferential highway around the
City of Nashua and other projects that will provide major improvements
to the Central Turnpike from Bedford to Nashua and include new
interchanges, widening, and a toll plaza. Additional projects are planned
that will provide safety improvements to the existing Turnpike System
and increase the Turnpike System's capacity.

Liquor Commission: Receipts from operations of the Liquor
Commission are transferred to the General Fund on a daily basis. The
General Fund advances cash to the Liquor Commission for the purchase
of liquor inventory. By statute, all liquor and beer sold in the state must
be sold through a sales and distribution system operated by the state
Liquor Commission, comprising three members appointed by the Governor
with the consent of the Executive Council. The Commission makes all
liquor purchases directly from the manufacturers and importers and
operates state liquor stores in cities and towns that accept the provisions
of the local option law. The Commission is authorized to lease and equip
stores, warehouses, and other merchandising facilities for liquor sales, to
supervise the construction of state-owned liquor stores at various locations
in the state, and to sell liquor through retail outlets as well as direct sales
to restaurants, hotels, and other organizations. The Commission also
charges permit and license fees for the sale of beverages through private
distributors and retailers and an additional fee of 30 cents per gallon on
beverages sold by such retailers.

Sweepstakes Commission: The state sells lottery games
through some 1,350 agents, including state liquor stores, licensed
racetracks, and private retail outlets. Through the sale of lottery tickets,
revenue is generated for prize payments and commission expenses, with
the net income used for aid to education. This net income is transferred
to the Department of Education in the General Fund and then transferred
to the local school districts.

New Hampshire Unemployment Trust Fund: receives
contributions from employers and provides benefits to eligible unemployed
workers.
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STATE OF NEW HAMPSHIRE
STATEMENT OF NET ASSETS
PROPRIETARY-ENTERPRISE FUNDS
JUNE 30, 2002
(Expressed in Thousands)

ASSETS Turnpike Liquor Sweepstakes Unemployment
Current Assets: System  Commission Commission Compensation Total
Cash and Cash Equivalents...........c.cccccveeeiiieeiiee e $ 23437 $ 4,666 $ 1534 $ 323,567 $ 353,204
Cash and Cash Equivalents-Restricted............ccccovevveveiveennene. 2,608 2,608
Receivables (Net of Allowances for Uncollectibles)................ 1,194 4,570 2,758 7,394 15,916
Due from Other FUNAS..........cooveeeeeie e 2,070 2,070
[T 0 o (=TT 413 22,389 648 23,450
Other CUIreNt ASSELS.......uuuuieiiiiiiiiieieieie e ee e e e 27 27
Total CUMENT ASSEES......cccvveeeeeeeie ettt eee e 27,652 33,695 4,967 330,961 397,275
Noncurrent Assets:
INVeStMEeNts-RESHCIE. .........c.cccerviriirere e 74,818 74,818
BONG ISSUE COSES.....cuvivievieieiiietieteitecre ettt sre v sr e 3,272 3,272
Capital Assets:
(1= o IS 89,957 2,055 92,012
Land IMProVeMENS.......c.eeiveiiiieiieeieeseeeteeseeesiee e sreesaeeseeas 682 682
BUIIINGS.... . eeeeiiiieeeiie e 4,206 12,246 16,452
Building IMProveMENtS...........ccvvevveeiieeiee e 4,934 4,934
EQUIPMENT. ...ttt ettt ettt ete e ve e anas 14,807 8,862 520 24,189
Construction in Progress 67,369 67,369
INFIASTIUCTUNE......cecvieeec et 478,079 478,079
Less: Allowance for Depreciation and Amortization.............. (151,957) (13,304) (244) (165,505)
Net Capital ASSELS.......c..cveeeeeeeeeeeeeeete e eee e e 502,461 15,475 276 518,212
Total Noncurrent Assets 580,551 15,475 276 596,302
TOtAl ASSEES...uuiiiii ettt 608,203 49,170 5,243 330,961 993,577
LIABILITIES
Current Liabilities:
ACCOUNES Payable..........ccoveiuiiiiiiciecie e $ 1652 $ 28957 $ 917 $ 31,526
ACCTUE PaYTOll.......cecoveieeiiiiiieiieeie ettt eae 409 653 85 1,147
Due to Other FUNAS.........oooiiiiiiiiiciie e 647 647
Deferred REVENUE........c..coveeeeeeeee ettt e, 1,895 880 2,775
unclaimed PriZeS........coooooeiiii ittt 2,333 2,333
General Obligation Bonds Payable.............ccccccvveeevieiieennnenn, 4,016 4,016
Revenue Bonds Payable-Restricted...........cccocveeveeriveiieennnenn, 7,765 7,765
Accrued Interest Payable-Restricted...........cc.ccceeveeveeeecveennenne. 4,324 4,324
Compensated Absences Payable & Uninsured Claims........ 269 530 112 911
Other LiabilitieS.....ccvveverrieieciieee et 465 6,885 7,350
Total Current Liabilities 18,900 32,035 4,974 6,885 62,794
Noncurrent Liabilities:
General Obligation Bonds Payable............c.ccoceeeeieiecrienreennnne. 18,169 18,169
Revenue Bonds Payable ............cccceeieiieeiecieciececce e, 313,396 313,396
Compensated Absences Payable & Uninsured Claims........ 2,730 1,660 269 4,659
Other Noncurrent LiabilitieS..........covvvreerieerieiieeie e 1,583 1,583
Total Noncurrent Liabilities............ccccoveveverievesiccieeceve 334,295 3,243 269 337,807
Total LiabilitieS.......cooiviieeeeiciieice et 353,195 35,278 5,243 6,885 400,601
NET ASSETS
Invested in Capital Assets, net of related debt 123,722 13,892 276 137,890
Restricted for Debt Repayments.............cccceeveeeeeeeeeeeerenene. 39,198 39,198
Restricted for Capital Assets from Unspent Bond Proceeds.. 38,228 38,228
Restricted for Unemployment Benefits.............ccccoeeeveeeveeevenenns. 324,076 324,076
Unrestricted Net Assets (DEfiCit)........ccccoveveveieeereveeceeeeeeeeeeans 53,860 (276) 53,584
TOtal NEt ASSELS.....uiiviciiiieieiieie ettt $ 255,008 $ 13892 $ $ 324,076 $ 592,976

The notes to the financial statements are an integral part of this statement
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STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN PROPRIETARY-ENTERPRISE FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2002

(Expressed in Thousands)
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Turnpike Liquor Sweepstakes Unemployment
OPERATING REVENUES System  Commission Commission Compensation Total
Charges for Sales and SEerviCes..........ccocvveevieeecveeeennnen, $ 325332 $ 214863 $ 81,999 $622,194
Toll Revenue Pledged for Repaying Revenue Bonds.... $ 64,007 64,007
Total Operating ReVENUE...........ccceeeviivieeeeiiiiiiee e 64,007 325,332 214,863 81,999 686,201
OPERATING EXPENSES
Cost of Sales and ServiCes........cccvvvieeiiieeiiiie e 234,609 234,609
Lottery Prize AWards..........cccooieeeeiieeenniee e seee e 142,537 142,537
Unemployment Insurance Benefits...........cccccceeeniiinennnn. 120,623 120,623
AdMINISratioN..........ooiiiiiiiieiiciiee e, 29,219 23,860 7,032 60,111
(D TCY o (oo T o USSR 10,631 1,517 222 12,370
Total Operating EXPEeNSES........ccevvviieriieeiiieeesieee e, 39,850 259,986 149,791 120,623 570,250
Operating INCoMe (LOSS)......cuvvieeeiiiiiiiieeeciiieee e, 24,157 65,346 65,072 (38,624) 115,951
NONOPERATING REVENUES (EXPENSES)
LICENSES. . .tiiitit et 3,642 3,642
BEEI TAXES.....cuviiiiee ettt e ettt e 11,882 11,882
INVESTMENT INCOME.......eiiviivieiieetie ettt 2,223 1,054 20,605 23,882
MISCEIIANEOUS. .....eeevieiiicieiiie et 285 1,079 Q) 1,363
INterest 0N BONAS..........ooeieuiiieeie e (15,560) (15,560)
Amortization of Bond Issuance COStS.............cccovuvenennne. (267) (267)
Total Nonoperating Revenues (EXpenses)..................... (13,319) 16,603 1,053 20,605 24,942
Income (Loss) Before Operating Transfers.................... 10,838 81,949 66,125 (18,019) 140,893
Transfers Out to Governmental Fund............c..ccoceveevene.. (82,602) (66,125) (148,727)
Change in Net ASSEIS......cccuveiiieeeiiee e eee e, 10,838 (653) (18,019) (7,834)
Net ASSEtS - JULY L.....oeiiiiiiiiiee e 244,170 14,545 342,095 600,810
Net ASSEtS - JUNE 30........ueeeeeieeeeeee e $ 255,008 $ 13,892 $ $ 324,076 $592,976

The notes to the financial statements are an integral part of this statement
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STATE OF NEW HAMPSHIRE

STATEMENT OF CASH FLOWS
PROPRIETARY-ENTERPRISE FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2002
(Expressed in Thousands)

Turnpike Liquor Sweepstakes Unemployment
CASH FLOWS FROM OPERATING ACTIVITIES System Commission Commission Compensation Total
Receipts from federal and local agencies.............c.coceevvvciriveniennens $ 47,145  $ 47,145
Receipts from CUSIOMENS..........cceiiiiiiieiieiee e, $ 63991 $ 324518 $ 201,530 39,196 629,235
Payments to employees (11,687) (17,403) (1,796) (30,886)
Payments t0 SUPPLIETS.......cii i (16,661) (235,058) (11,020) (262,739)
Payments t0 Prize WINNErS...........cooiuiiiiiiiiie i (124,591) (124,591)
ClaIMS PAI....ccueeiieieeeie et (123,011) (123,011)
Net cash provided (used) by operating activities.............c.cccoc...... 35,643 72,057 64,123 (36,670) 135,153
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfers to Other FUNAS............ooiiiiiiii e (88,685) (66,671) (155,356)
Proceeds from Collection of Licenses and Beer TaX..........c.cccevvennne. 15,524 15,524
Net Cash Used for Noncapital and Related
FINaNCING ACHVItIES.......vveieieeeie e (73,161) (66,671) (139,832)
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Acquisition, Disposal and Construction of Capital Assets (8,024) (653) (79) (8,756)
Grant Contributions...........c.ccvoviiiieii e 29 29
Interest Paid on Revenue and General Obligation Bonds (18,662) (18,662)
Principal Paid 0N BONGS..........cveiiieiiierieesie e (13,451) (13,451)
Payments on Bond Issuance/Refunding..........cccccceevveviiiescieesineennnen. (5,151) (5,151)
Contributions from Other FUNS.........c.coviiiiriiiie e 653 653
Net Cash Used for Capital
and Related Financing ACtiVIties...........cccccveveeeiieeiie e (45,259) (79) (45,338)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Investments (9,271) (9,271)
Proceeds from Maturities of Investments............cc.ccoceviieninciinennne 21,010 21,010
Interest and Other INCOME........c...coiviiiiieiiiecec e 2,678 1,742 1,036 20,605 26,061
Net Cash Provided by Investing AcCtiVities............cccoocveeeiiieeeennen. 14,417 1,742 1,036 20,605 37,800
Net Increase (Decrease) in Cash and Cash Equivalents...................... 4,801 638 (1,591) (16,065) (12,217)
Cash and Cash Equivalents - July L..........cccooiiiiiiiiiieinniieeeieee e 21,244 4,028 3,125 339,632 368,029
Cash and Cash Equivalents -June 30..........ccoceeiireenienieiienie e $ 26,045 $ 4666 $ 1534 $ 323567  $355,812
Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities:
Operating INCOME (LOSS)....c.uiiirrieeiiiiesieeniieie et $ 24,157 $ 65,346 $ 65,072 $ (38,624) $115951
Adjustments to Reconcile Operating Income to Net Cash
Provided (Used) by Operating Activities:
(DL o T er =i o o SRS S 10,631 1,517 222 12,370
Amortization and Other Non-Cash EXpenses...........ccccccoeveeeiiinnenn. 1 1
Change in Operating Assets and Liabilities:
(Increase) Decrease in Receivables...........cccceveeiieeniieiieeneens (16) (460) 50 (337) (763)
(Increase) Decrease in INVENTONES. .......c.cuvevveerieerieesieenieenieenns (26) (2,303) 133 (2,196)
Decrease in Other Current ASSEetS.........coccvevvveviieiiieniie e 1 1
Increase (Decrease) in Accounts Payable and other Accruals.... 897 8,311 (1,387) 2,291 10,112
Increase (Decrease) in Deferred Revenue............ccccoooceeeeiiieenne, (354) 31 (323)
Net Cash Provided (Used) by Operating Activities.................... $ 35643 $ 72,057 $ 64,123 $ (36,670) $135,153

The notes to the financial statements are an integral part of this statement



Fiduciary Funds Financial Statements

Pension Trust Funds: New Hampshire Retirement System:
The New Hampshire Retirement System (NHRS) is the administrator of a cost-
sharing multiple-employer contributory pension plan and trust established on [uly
1, 1967, and is intended for all time to meet the requirements of a qualified tax-
exempt organization within the meaning of section 401(a) and section 501(a) of
the United States Internal Revenue Code. Participating employers include the
employees of the state government of New Hampshire, certain cities and towns, all
counties, and various school districts. The NHRS is a component unit of the state.

Private-Purpose Trust Funds: report resources of all other trust
arrangements in which principal and income benefit individuals, private organi-
zations, or other governments.

Investment Trust Fund: The investment trust fund represents the
external portion of the New Hampshire Public Deposit Investment Pool (NHPDIP).
The NHPDIP has been established, in accordance with RSA 383:22-24, for the
purpose of investing funds of the state of New Hampshire, funds under the cus-
tody of all governmental units, pooled risk management programs established
pursuant to RSA 5-B, agencies, authorities, commissions, boards, political subdi-
visions, and all other public units within, or instrumentalities of the state of New
Hampshire. In accordance with GAAP, the external portion of the NHPDIP is
reported as an investment trust fund in the Fiduciary Funds using the economic
resources measurement focus and accrual basis of accounting. The internal por-
tion of the pool is reported in the general fund. NHPDIP financial statements can
be obtained by contacting NHPDIP at 497 Belknap Mountain Rd, Gilford NH
03249.

Agency Funds: Assets received by the state as an agent for other
governmental units, other organizations, or individuals are accounted for as agency
funds. Payroll taxes collected on behalf of the federal government and employee
voluntary deductions for deposit to the State’s deferred compensation plan are two
of the larger agency funds of the state.

NEW HAMPSHIRE * 39
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STATE OF NEW HAMPSHIRE
STATEMENT OF FIDUCIARY NET ASSETS
JUNE 30, 2002
(Expressed in Thousands)

ASSETS
Cash and Cash Equivalents...........c.cccecuvveieeeiiiiiiee e
Cash Collateral on Security Lending........cccccoeevvveeiiiiiiieneenns
TOtal CaSh....ciiiiiiiiii e
Receivables:
Due from EmPIOYErS. ... ...
Due from State........coeiiiiiiiiiee e

INVESIMENTS. ..uviiiiiieiiiiieeeee e e e e e
Other ASSEIS... i et
Total Assets

LIABILITIES
Securities Lending Collateral...........cccccoecvvvvieeeiiiiiieee e
Management Fees and Other Payables
Due to Brokers for Securities Purchased.............ccccceeviieeene
Custodial Funds Payable...........ccccooiiiiiiiie e
Other Liabilities. ... ...eeiiiiiiiiiee e
Total Liabilities. ......coo e
Net Assets Held in Trust for Benefits & Other Purposes.....

RECONCILIATION OF NET ASSETS HELD IN TRUST:
Employees’ Pension Benefits.........cccccocviieeiiiiciiene e
Employees’ Postemployment Healthcare Benefits..........
Net Assets for Pool Participants in

External Investment POOL.............occooiiiiiiiiiiiniiee e
Other PUIMPOSES. ..ccoiiiiiiiiie ettt
Net Assets Held in Trust for Benefits & Other Purposes.....

Pension Trust Private-purpose Investment Trust Agency
Funds Trust Funds Funds Funds
2833 $ 4,194 $ 11,764
342,871
345,704 4,194 11,764
4,620
4,207
7,636
159,873
15,744
1,809 112 $ 756
193,889 112 756
3,910,661 2,859 296,983 169,803
1,089
4,451,343 7,165 297,739 181,567
342,871
6,370 138
165,627
181,535
43 32
514,868 43 138 181,567
$ 3,936,475 $ 7122 $ 297,601
$ 3,498,997
437,478
$ 297,601
$ 7,122
$ 3,936,475 $ 7122 $ 297,601
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STATE OF NEW HAMPSHIRE

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002
(Expressed in Thousands)

Pension Trust Private-purpose Investment Trust

ADDITIONS Fund Trust Funds Funds
Contributions:
0] o] (3] O RR $ 67,039
State Contributions on Behalf of Local Employers.............ccoccceveennens 16,477
Total Employer ContribUtionS............c.ccvieieieiesise e 83,516
[ T Y =T '] o 1= 103,211
Post Retirement Medical Plan Contributions
on Behalf of Employers 25,958
FrOM PartiCIPANTS. ......ccvveveeeieeecee et ce et ettt sttt ee et ereene s $ 11,774 $ 312,300
From Gifts, Bequests, and ENdowments............ccccccveeeeeeieicreeceeceveenn, 1,091
Total Contributions 212,685 12,865 312,300
Investment Income:
From Investing Activities:
Net (Depreciation) in Fair Value of Investments............ccoccevevereieennnn, (443,548)
INEEIESE. .ttt b ettt e st sa e s et e e ereeneeneane, 72,147 119
DIVIAENAS. ....vevecticie ettt ettt sr et sr e srenen 32,301
TIMBErfund INCOME .......ooviiiiieieciee et e, (172)
Alternative INVestment INCOME..........cccvevereereiieere e 1,223
Commercial Real Estate Operating INCOME...........ccccveeveecreereeereeneenne. 40,845
Net Increase in Joint Value from Investment Income............cccccoe...... 8,838
Total Income (Loss) from Investing ACHVIties............cccceveeveieeenenenn, (297,204) 119 8,838
Less: Investment Activity Expenses:
Investment Management FEES...........cviverveeieeeeeece e cee e, 26,187
Custodial Fees........ccevvrverveieneeeene. 399
INVESTMENT AQVISOT FEES......veeviiieeeeeee ettt e eaes 413
Total Investment AcCtivity EXPENSES........cccccveeeeeeieeireieeireeie e, 26,999
Total Net Income ( Loss) from Investing Activities...........ccccccereenene (324,203) 119 8,838
From Securities Lending Activities:
Security Lending INCOME.........coovivuiieeieiieceeie ettt 10,883
Less: Security Lending Borrower Rebates............c.ccoovevveeiviccveeneenn, 8,916
Less: Security Lending Management FEES.........ccoeovvevveeeiriecneeeneenn, 590
Net Income from Securities Lending Activities............cccccoveevurinennnns 1,377
Total Net Investment Income ( Loss) (322,826) 119 8,838
Administrative Assessment..................... 345
OUNB .ttt ettt ere ) 1,776 428
TOtal AQAILIONS ...veee ettt (108,020) 13,412 321,138
DEDUCTIONS
Benefits/Distributions to PartiCipants.............ccc.eveeveeeeeeeeeeeeeeereeeereenens, 248,421 8,622 8,838
Refunds of CONIIBULIONS. ........c..cvieieececeeee e, 15,278
AdMINIStrativVe EXPENSE.......cveeeeeeeieeeeeeeeeeee et e e e e eteeae e e e, 4,774
Post Retirement Medical Plan Contributions to Pension
Plan on Behalf of EMPIOYETS........ccccviiieeeieeeeeee e eeeeeeaeeaeaneas 25,958
CONSUIING FEES.....eouvieeeeceeeceeee ettt te et re e ereenes 436
(@)1 1= SRR 908 3,142 373,856
TOtal DEAUCTIONS ....vceieceiecececececcceec s en e en e ee s 295,775 11,764 382,694
Net INCrease/(DECIEASE)...........ccevveeeeeerreeeere et e ee et st (403,795) 1,648 (61,556)
NET ASSETS HELD IN TRUST FOR BENEFITS & OTHER PURPOSES
BegiNNINg Of tNE Y@@ ........cocviieeeeieceeceieececeece e, 4,340,270 5474 359,157

End of the Year $ 3,936,475 $ 7122  $ 297,601
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NOTES TO THE BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2002

1. SUMMARY OF SIGNIFICANT ACCOUNTING Executive Council and three state officials serving as required by

POLICIES

The accompanying financial statements of the State of New
Hampshire (the state) have been prepared in accordance
with accounting principles generally accepted in the United
States of America (GAAP) and as prescribed by the
Governmental Accounting Standards Board (GASB), which
is the primary standard-setting body for establishing
governmental accounting and financial reporting principles.

. REPORTING ENTITY

For financial reporting purposes, the state’s reporting entity
includes all funds, organizations, agencies, boards,
commissions, authorities and the state has considered all
potential component units for which the state is financially
accountable and other organizations for which the nature
and significance of their relationship with the state are such
that exclusion would cause the state’s financial statements
to be misleading or incomplete. The criteria to be considered
in determining financial accountability include whether the
state, as the primary government, has appointed a voting
majority of an organization’s governing body and (1) has
the ability to impose its will on that organization or (2)
there is potential for the organization to provide specific
financial benefits to or impose specific financial burdens on
the state. Financial accountability also exists if an
organization is determined to be fiscally dependent on the
primary government, although the primary government does
not appoint a voting majority of the organization’s governing
board.

Once financial accountability has been determined for a
potential component unit, that component unit is either
blended into the primary government or discretely presented
from the primary government. Potential component units
that do not meet the financial accountability criteria, but
where a voting majority of the governing board is appointed
by the state, are deemed to be related organizations. The
nature and relationship of the state’s component units and
related organizations are disclosed in the following section.

Discrete Component Units:

Discrete component units are entities, which are legally
separate from the state, but for which the state is financially
accountable for financial reporting purposes, or whose
relationship with the state is such that exclusion would cause
the state’s financial statements to be misleading or
incomplete. Complete audited financial statements of the
individual component units can be obtained from the
respective entities.

The component unit columns of the government-wide
financial statements include the financial data of the
following entities:

Major Component Unit

University System of New Hampshire - The University
System of New Hampshire (University System) is a body
corporate and politic with a governing board of twenty-five
members. A voting majority is held by the state through
the eleven members appointed by the Governor and

law. These state officials are the Governor, the Commissioner of
the Department of Education, and the Commissioner of the
Department of Agriculture. The remaining board members
represent the university and colleges of the system, the alumni,
and the student body. The University System funds its operations
through tuition and fees, government grants and contracts,
auxiliary operations, and state appropriations. USNH financials
can be obtained by contacting, USNH at 18 Garrison Avenue,
Durham NH 03824.

Non-major Component Units

Business Finance Authority of the State of New Hampshire -
The Business Finance Authority (BFA) is a body corporate and
politic with a governing board of fourteen members. The board
consists of nine members appointed by the Governor with the
consent of the Executive Council. The remaining members include
two state Representatives, two Senators, and the Treasurer. The
state currently guarantees outstanding loans and principal on
bonds of the BFA of June 30, 2002, which creates the potential for
the BFA to impose a financial burden on the state. BFA's financials
can be obtained by contacting, BFA at 14 Dixon Avenue, Suite
101, Concord NH 03301.

The Community Development Finance Authority - The
Community Development Finance Authority (CDFA) is a body
corporate and politic organized as a nonprofit corporation under
Revised Statutes Annotated (RSA) 292. The governing board of
eleven members is made up of the Commissioner of the
Department of Resources and Economic Development or designee
and ten public members appointed by the Governor and Executive
Council as follows: four representatives of community
development corporations or other nonprofit organizations
engaged in community development activities, one representative
of organized labor, two representatives of small business and the
financial community, one representative of employment training
programs, and two representatives of private financial institutions.
An investment tax credit equal to 75 percent of the contribution
made to the CDFA during the contributor’s tax year is allowed
against certain taxes imposed by the state. In accordance with
RSA 162-L:10, the total credits allowed shall not exceed $5.0 million
in any state fiscal year. CDFA's financials can be obtained by
contacting CDFA at, CDFA 14 Dixon Avenue, Suite 101, Concord
NH 03301.

Pease Development Authority - The Pease Development
Authority (PDA) is a body corporate and politic with a governing
body of seven members. Four members are appointed by the
state and three members, are appointed by the city of Portsmouth
and the town of Newington. The state has made several loans to
the PDA. PDA's financials can be obtained by contacting PDA at,
360 Corporate Drive, Portsmouth NH 03801.

Pursuant to Chapter 290 Laws of 2001, the New Hampshire State
Port Authority, a former department of the primary state
government, was transferred to the PDA effective July 1, 2001.

Fiduciary Component Unit:

The state's fiduciary component unit consists of the Pension Trust
Fund, which represents the assets and liabilities of the following:

New Hampshire Retirement System - The New Hampshire
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Retirement System (System) is a contributory pension plan and
trust qualified as a tax exempt organization under Sections 401(a)
and 501(a) of the Internal Revenue Code. It is a defined benefit
plan providing disability, death, and retirement protection to its
members, which include full-time employees of the state and
substantially all school teachers, firefighters, and police officers
within the state. Full-time employees of political subdivisions
may participate if their governing body elects to participate.

The System is administered by a 13 member board of
Trustees on which the state does not represent a voting
majority. The Board is fiduciarily responsible for the trust
fund’s assets and directs the investment of the pension
assets, reviews actuarial assumptions and valuations from
which the employer contribution rates are certified by the
board, and generally supervises the operations of the
System.

The System is deemed to be fiscally dependent on the state
because the employee member contribution rates are set
through state statute, and the state has budget approval
authority over the administrative costs of the System.

This component unit is presented in the fiduciary funds, along
with other fiduciary funds of the state, and they have been omitted
from the states government-wide financial statements.

Related Organizations:

The state is responsible for appointing voting members to the
governing boards of the following legally separate organizations,
but the state’s financial accountability for these organizations
does not extend beyond making the appointments. Therefore,
the financial data of these entities are excluded from the state’s
financial statements.

Those organizations are:

* Maine - New Hampshire Interstate Bridge Authority

* New Hampshire Health and Education Facilities Authority
* New Hampshire Housing Finance Authority

* New Hampshire Municipal Bond Bank

B. GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS

Government-Wide Financial Statements

The Statement of Net Assets and Statement of Activities report
information on all of the non-fiduciary activities of the primary
government and its component units. For the most part, the
effect of interfund activity has been removed from these
statements. Primary government activities are distinguished
between governmental and business-type activities.
Governmental activities are normally supported through taxes
and intergovernmental revenues. Business-type activities rely,
to a significant extent, on fees and charges for support.
Likewise, the primary government is reported separately from
the legally separate component units for which the primary
government is financially accountable.

The Statement of Net Assets presents the reporting entity’s non-
fiduciary assets and liabilities, with the difference reported as
net assets. Net assets are restricted when constraints placed on
them are either externally imposed or are imposed by
constitutional provisions or enabling legislation. Internally

imposed designations of resources are not presented as
restricted net assets.

The Statement of Activities demonstrates the degree to which
the direct expenses of a given function or segment are offset
by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment.
Program revenues include 1) charges to customers or
applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment
and 2) grants and contributions that are restricted to meeting
the operational or capital requirements of a particular function
or segment. Taxes and other items not meeting the definition
of program revenues are reported instead as general revenues.
Resources that are dedicated internally are reported as general
revenue rather than program revenue. Certain indirect costs
are included in program expenses reported for individual
functions.

Fund Financial Statements

Separate financial statements are provided for governmental
funds, proprietary funds, and fiduciary funds, even though
the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major
individual proprietary funds are reported as separate columns
in the fund financial statements. Beginning July 1, 2001, the
activities of the special fund were combined with the general
fund.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND

FINANCIAL STATEMENT PRESENTATION

Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the
economic resources measurement focus and the accrual basis
of accounting, as are the proprietary and fiduciary fund
financial statements. Revenues are recorded when earned and
expenses are recorded when a liability is incurred, regardless
of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied.
Grants and similar items are recognized as revenue as soon as
all eligibility requirements have been met.

Governmental fund financial statements are reported using the
current financial resources measurement focus and the modified
accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are
considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of
the current period. For this purpose, the state generally
considers non-grant revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Grant
revenues that the state earns by incurring obligations are
recognized in the same period as when the obligations are
recognized.

Expenditures generally are recorded when a liability is incurred,
as under accrual accounting. However, expenditures related
to debt service, compensated absences and claims and
judgments are recorded only when payment is due.

Proprietary Fund, Fiduciary Funds and Similar Component Units,
and Component Unit financial statements are reported using the
economic resources measurement focus and the accrual basis
of accounting, similar to the government-wide statements
described above.



In reporting proprietary activities, including component units,
the state only applies applicable GASB pronouncements as well
as the following pronouncements issued on or before November
30, 1989, for its business-type activities and enterprise funds, unless
these pronouncements conflict with or contradict GASB
pronouncements: Financial Accounting Standards Board
Statements and Interpretations, Accounting Principles Board
Opinions, and Accounting Research Bulletins of the Committee
on Accounting Procedure.

Financial Statement Presentation

A fund is a separate accounting entity with a self-balancing set of
accounts. Fund accounting is designed to report financial position
and the results of operations, to demonstrate legal compliance,
and to aid financial management by segregating transactions
related to certain government functions or activities.

The state reports the following major governmental funds:

General Fund: The General Fund is the state’s primary
operating fund and accounts for all financial transactions
not accounted for in any other fund.

Highway Fund: The Highway Fund is used to account for
the revenues and expenditures used in the construction and
maintenance of the state’s public highways and the
supervision of traffic thereon.

Education Fund: In fiscal year 2000, the Education Trust Fund
was created in accordance with Chapter 17:41, Laws of 1999.
The fund is non-lapsing and is used to distribute adequate
education grants to school districts.

The state reports the following major proprietary funds:

The Liquor Commission accounts for the operations of state-
owned liquor stores and the sales of all beer and liquor sold
in the state.

The Sweepstake Commission accounts for the operations of
the state’s lottery games.

The Turnpike System accounts for the revenues and
expenditures used in the construction, maintenance and
operations of transportation toll facilities.

The New Hampshire Unemployment Trust Fund receives
contributions from employers and provides benefits to
eligible unemployed workers.

Additionally, the state reports the following fund types:

Governmental Fund Types

Capital Projects Fund - used to account for certain capital
improvement appropriations which are or will be primarily
funded by the issuance of state bonds or notes, other than
bonds and notes for highway or turnpike purposes, or by
the application of certain federal matching grants.

Permanent Funds - report resources that are legally restricted
to the extent that only earnings, and not principal, may be
used for purposes that benefit the state or its citizenry.

Fiduciary Fund Types

Pension (and Other Employee Benefits) Trust Fund - report
resources that are required to be held in trust for the
members and beneficiaries of the state's defined contribution
plan, and post employment benefit plan. The New
Hampshire Retirment System is a component unit of the
State.

Investment Trust Fund - accounts for the transactions, assets,
liabilities and fund equity of the external investment pool.

Private Purpose Trust Funds - report resources of all other
trust arrangememts in which principal and income benefit
individuals, private organizations, or other governments.

Agency Funds - report assets and liabilities for deposits and
investments entrusted to the State as an agent for others.

Reporting Periods

The accompanying financial statements of the state are presented
as of June 30, 2002, and for the year then ended, except for the
following entities: The Community Development Finance
Authority (December 31, 2001).

D. CASH EQUIVALENTS

For the purposes of the Statement of Cash Flows, cash equivalents
represent short-term investments with original maturities less
than three months from the date acquired by the state.

E. INVESTMENTS

Investments are reported at fair value except for investments of
the investment trust fund, which are reported at net amortized
cost because it qualifies as a 2a7-like pool.

F. RECEIVABLES

Receivables in the government-wide financial statements represent
amounts due to the state at June 30, recorded as revenue, which
will be collected sometime in the future and consist primarily of
accrued taxes and federal grants receivable. In the governmental
fund financial statements, taxes receivable are primarily taxpayer-
assessed revenues representing amounts owed by the taxpayers,
which are received by the state within 60 days after year-end,
except for federal grants, which reimburse the state for
expenditures incurred pursuant to federally funded programs.
Tax revenues are susceptible to accrual in accordance with
measurable and available criteria under the modified accrual basis
of accounting.

G. INVENTORIES

Inventories for materials and supplies are determined by physical
count. The Sweepstakes game tickets are stated at the lower of
cost (first-in, first-out method) or market. All other inventories
in the governmental and proprietary funds are stated at average
cost.

Governmental fund inventories are recorded under the purchase
method. Reported inventory balances in the governmental funds
are offset by a fund balance reserve that indicates they do not
constitute “available expendable resources” even though they
are part of net current assets.
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H. RESTRICTED ASSETS

Chapter 122 of the Laws of 1994 established the Health Care
Fund (HCF). The restricted investments in the General Fund
are the assets restricted for the HCF purpose (see Note M:
Fund Equity).

The proceeds of Turnpike System revenue bonds, as well as
certain resources set aside for their repayment, are classified
as restricted assets.

CAPITAL ASSETS

Capital assets, which include property, plant, equipment, and
infrastructure assets (e.g. roads, bridges and similar items),
are reported in the applicable governmental or business-type
activities columns in the government-wide financial statements.
Such assets, whether purchased or constructed, are recorded
at historical cost or estimated historical cost. Donated capital
assets are recorded at estimated fair market value at the date
of donation.

Equipment is capitalized when the cost of individual items
exceed $10,000, and all other capital assets are capitalized when
the cost of individual items or projects exceed $100,000. The
costs of normal maintenance and repairs that do not add to the
value of the asset or materially extend assets lives are not
capitalized.

Capital assets of the primary government and the component
units are depreciated using the straight-line method over the
following useful lives:

Equipment 5 years
Buildings 40 years
Building improvements 20 years
Infrastructure 50 years
Computer software 5 years

DEFERRED REVENUE

In the government-wide financial statements and the
proprietary fund financial statements, deferred revenue is
recognized when cash, receivables or other assets are recorded
prior to their being earned. In the governmental fund financial
statements deferred revenue represents monies received or
revenues accrued which have not been earned or do not meet
the “available” criterion for revenue recognition under the
modified accrual basis of accounting. The deferred revenue in
the governmental fund types has primarily resulted as an offset
to long-term loans receivable and federal funds received in
advance of eligible expenditures.

. COMPENSATED ABSENCES

All full-time state employees in classified service earn annual
and sick leave. At the end of each fiscal year, additional leave
(bonus days) may be awarded based on the amount of sick
leave taken during the year. Accrued compensatory time,
earned for overtime worked, must be taken within one year.

The state’s compensated absences liability represents the total
liability for the cumulative balance of employees’ annual, bonus,
compensatory, and sick leave based on years of service
rendered along with the state’s share of social security and
retirement contributions. The current portion of the leave

M.

liability is calculated based on the characteristics of the type
of leave and on a LIFO (last in first out) basis, which assumes
employees use their most recent earned leave first. The accrued
liability for annual leave does not exceed the maximum
cumulative balance allowed which ranges from 30 to 48 days
based on years of service. The accrual for sick leave is made
to the extent it’s probable that the benefits will result in
termination payments rather than be taken as absences due to
illness. The liability for compensated absences is recorded in
the government-wide and proprietary fund financial
statements.

In the governmental fund financial statements, liabilities for
compensated absences are accrued when they are “due and
payable” and recorded in the fund only for employee
resignations and retirements that occur before year-end and
were paid out after year-end.

ENCUMBRANCES

Contracts and purchasing commitments are recorded as
encumbrances when the contract or purchase order is executed.
Upon receipt of goods or services, the encumbrance is
liquidated and the expenditure and liability are recorded. Un-
liquidated encumbrances are reported in the Reserved for
Encumbrances account as a component of fund equity for the
governmental fund types.

FUND BALANCES

Fund balances for all governmental funds are either reserved
or unreserved. Reserved fund balances reflect either 1) assets,
which, by their nature, are not available for appropriations
(Reserve for Inventories); 2) funds legally segregated for a
specific future use (Reserve for Encumbrances); 3) segregated
by legal restrictions (Reserve for Permanent Funds). Certain
reserve accounts are further described below:

Reserved for Unexpended Appropriations: This account
represents amounts of unexpended appropriations legally
carried forward and available for encumbrances and
expenditures in the succeeding year.

Reserved for Revenue Stabilization: RSA 9:13-e established
the Revenue Stabilization account for the purpose of deficit
reduction. As amended by Chapter 158:41, Laws of 2001, at
the close of each fiscal biennium, any General Fund
undesignated fund balance, remaining after Education Trust
Fund transfer, is distributed to the Revenue Stabilization
account. The maximum balance that may accumulate in the
account is limited to 10% of the General Fund unrestricted
revenue. The account may not be used for any other purpose
without specific approval by two-thirds of each house of the
Legislature and the Governor.

In the event of a General Fund undesignated fund balance
deficit at the close of a fiscal biennium, a transfer from the
Reserved for Revenue Stabilization account may be made only
if the General Fund’s unrestricted revenues are less than
budgeted. The amount of the transfer is limited to the smaller
of the General Fund undesignated fund balance deficit or the
unrestricted revenue shortfall. The Balance in the Revenue
Stabilization Account at June 30, 2002 is $55.2 million.

Reserved for Health Care Fund: RSA 167:70 established the
Health Care Fund for the purpose of providing financial
resources for future changes in the state’s health care system
in order to increase access to quality health care for the citizens
of New Hampshire. In 1994, a portion of net Medicaid
enhancement revenues, received as a result of an amendment



to the state’s Medicaid plan relative to the New Hampshire
Hospital disproportionate share revenues, was set aside to
establish the initial fund balance. The maximum balance that
may accumulate in the Health Care Fund is $100 million. At
the end of any fiscal biennium, all principal assets in the fund
in excess of $100 million will be transferred to the Reserved
for Revenue Stabilization account.

Further legislation provided for the transfers from the Health
Care Fund that resulted from shortfalls in specific Health and
Human Services revenue enhancements. The transfers were
limited to the smaller of the General Fund undesignated fund
balance deficit or the calculated revenue shortfall. In the event
that net Medicaid enhancement revenues exceed amounts
budgeted, the excess shall be transferred back to the Health
Care Fund. The amount transferred to the Health Care Fund
shall not exceed the cumulative amount transferred from the
Fund.

Chapter 208 Laws of 2002, provided for supplemental
appropriations for Department of Health and Human Services
programs in the amount of $11.8 million in fiscal year 2002
and $3.0 million if fiscal year 2003. Certain federal funding
was identified as a potential source of funding for this
appropriation. The law also stipulated that if the claim for the
federal funds were disputed, then on December 1, 2002 the
Health Care Fund would be charged for this appropriation.
Since the Federal Government as of the date of this report is
challenging these funds, $11.8 million of Health Care Funds
have been transferred to General Fund - Unreserved Fund
Balance.

. CAPITAL OUTLAYS

Capital outlays represent equipment purchases for all funds.
In addition to equipment purchases, the Highway Fund’s
capital outlays represent expenditures for the 10-year state
capital highway construction program.

. BOND DISCOUNTS, PREMIUMS AND ISSUANCE COSTS

In the government-wide and proprietary fund financial
statements, bond discounts/premiums and issuance costs are
deferred and amortized over the term of the bonds using the
straight-line method. Bonds payable are reported net of the
applicable bond premium or discount. Bond issue costs are
reported as deferred charges.

In the fund financial statements, governmental fund types
recognize bond discounts, premiums, and issuance costs in the
period the bond proceeds are received. The face amount of
the debt issued is reported as other financing sources.
Premiums received on debt issuance are reported as other
financing sources while discounts are reported as other
financing uses. Issuance costs, whether or not withheld from
the actual debt proceeds, are reported as expenditures.

. REVENUES AND EXPENDITURES/EXPENSES

In the government-wide Statement of Activities, revenues and
expenses are segregated by activity (governmental or business-
type), then further by function (e.g. general government,
education, etc.). Additionally, revenues are classified between
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program and general revenues. Program revenues include 1)
charges to customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions, and
3) capital grants and contributions. Internally dedicated
resources are reported as general revenues, rather than as
program revenue. General revenues include all taxes. Certain
indirect costs are included in the program expenses reported
for individual functions.

In the governmental fund financial statements, revenues are
reported by source. For budgetary control purposes, revenues
are further classified as either “general purpose” or “restricted”.
General purpose revenues are available to fund any activity
accounted for in the fund. Restricted revenues are, either by
state law or by outside restriction (e.g. federal grants), available
only for specified purposes. Unused restricted revenues at
year end are recorded as reservations of fund balance. When
both general purpose and restricted funds are available for
use, it is the state’s policy to use restricted resources first.

In the governmental fund financial statements, expenditures
are reported by character: “Current”, “Debt Service” or “Capital
Outlay.” Current expenditures are subclassified by function
and are for items such as salaries, grants, supplies and services.
Debt service includes both interest and principal outlays related
to bonds. Capital outlay includes expenditures for real property
or infrastrusture (e.g. highways).

Revenues and expenses of proprietary funds are classified as
operating or nonoperating and are subclassified by object (e.g.
administration and depreciation). Operating revenues and
expenses generally result from providing services and
producing and delivering goods. All other revenues and
expenses are reported as nonoperating.

Other Financing Sources (Uses) - these additions to and
reductions from governmental resources in fund financial
statements normally result from transfers from/to other funds
and include financing provided by bond proceeds. Legally
required transfers are reported when incurred as “Operating
Transfers In” by the receiving fund and as “Operating Transfers
Out” by the disbursing fund.

Reimbursements - Various departments charge fees on a user
basis for such services as centralized data processing,
accounting and auditing, purchasing, personnel, and
maintenance and telecommunications. These transactions, when
material, have been eliminated in the government-wide and
governmental fund financial statements.

INTERFUND ACTIVITY AND BALANCES

Interfund Activity - As a general rule, the effect of interfund
activity has been eliminated from the government-wide
statements. Exceptions to this rule are: 1) activities between
funds reported as governmental activities and funds reported
as business-type activities (e.g. transfers of profits from the
Liquor Commission to General Fund and the Sweepstakes
Commission to the Education Fund) and 2) activities between
funds that are reported in different functional categories in
either the governmental or business-type activities column.
Elimination of these activities would distort the direct costs
and program revenues for the functions concerned.

In the fund financial statements, transfers represent flows of
assets (such as goods or cash) without equivalent flows of
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assets in return or a requirement for repayment. In addition,
transfers are recorded when a fund receiving revenue provides
it to the fund which expends the resources.

Interfund Balances - Interfund receivables and payables have
been eliminated from the Statement of Net Assets, except for
the residual amounts due between governmental and business-
type activities.

. CAPITAL PROJECTS

The state records the resources obtained and used for the
acquisition, construction, or improvement of certain capital
facilities in the Highway Fund and the Capital Projects Fund.
Encumbrances are recorded when contracts are executed.
Expenditures are recorded when incurred and encumbrances
are liquidated at that time.

Resources obtained to finance capital projects include federal
grants and general obligation bonds. General obligation bonds
are recorded as liabilities and as other financing sources in the
funds that receive the proceeds.

S. BUDGET CONTROL AND REPORTING

The Statutes of the State of New Hampshire require the
Governor to submit a biennial budget to the Legislature for
adoption. This budget, which includes a separate budget for
each year of the biennium, consists of three parts: Part I is the
Governor’s program for meeting all expenditure needs and
estimating revenues. There is no constitutional or statutory
requirement that the Governor, propose or the Legislature adopt
a budget that does not resort to borrowing. Part Il is a detailed
breakdown of the budget at the department level for
appropriations to meet the expenditure needs of the
government. Part III consists of draft appropriation bills for
the appropriations made in the proposed budget.

The operating budget is prepared principally on a modified
cash basis and adopted for the governmental and proprietary
funds, with the exception of the Capital Projects Fund. The
Capital Projects Fund budget represents individual projects
that extend over several fiscal years. Since the Capital Projects
Fund comprises appropriations for multi-year projects, it is
not included in the budget and actual comparisons statement.
Fiduciary funds are not budgeted.

Unexpended balances of appropriations at year end will lapse

to undesignated fund balance and be available for future
appropriations unless they have been encumbered or legally
defined as non-lapsing, which means the balances are reported
as reservation of fund balance. The balance of unexpended
encumbrances are brought forward into the next fiscal year.
Capital Projects Fund unencumbered appropriations lapse in
two years unless extended or designated as non-lapsing by
law.

Budget to Actual Comparisons and additional budgetary
information are included as Required Supplementary
Information.

T. USE OF ESTIMATES

The preparation of financial statements in conformity with
generally accepted accounting principles requires management
to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes.
Actual results could differ from those estimates.

U. CHANGES IN REPORTING STANDARDS

In fiscal year 2002, the state implemented Governmental
Accounting Standards Board Statement No. 34 Basic Financial
Statements - and Management’s Discussion and Analysis - for State
and Local Governments; Statement No. 35 Basic Financial
Statements - and Management’s Discussion and Analysis - for Public
Colleges and Universities; Statement No. 37 Basic Financial
Statements - and Management’s Discussion and Analysis - for State
and Local Governments: Omnibus; Statement No. 38 Certain
Financial Statement Note Disclosures; and Interpretation No. 6
Recognition and Measurement of Certain Liabilities and Expenditures
in Governmental Fund Financial Statements. These reporting
standards resulted in new financial statements as well as
changes to certain existing financial statement formats. In
addition, fund equity reporting will be affected, and certain
financial statement footnotes have been added or expanded.
The impact of implementing the new standards on beginning
fund balances is as follows:

"Restatement of Fund Balance / Net Assets
Fund Balances as of 6-30-01

In addition to the enacted biennial operating budget, the

Governor may submit to the Legislature supplemental budget  |[General Fund 158,693
requests necessary to meet expenditures during the current (|Special Revenue Funds 189,824
biennium. During the 2002 Legislative session, an additional Capital Fund 34,105
$11.8 million was appropriated to supplement the budget for |[Total 382,622

the Payment of Health and Human Services programs. /Adjustments Due to Changes in Accounting Principle:

Appropriation transfers can be made within a department ([Reclassification of Funds:Permanent Fund 9,823
without the approval of the Legislature; therefore, the legal  ||Long Term Debt / Expense Recognition (734,444)
level of budgetary control is at the departmental level. Accrued Interest (6,377)
Both, the Executive, and Legislative Branches of government Capitalization of Fixed '_A.SSEtS 1,851,937
maintain additional fiscal control procedures. The Executive  |{A/R/Revenue Recognition 294,063

Net Assets as of 6-30-01 1,797,624

Branch, represented by the Commissioner of the Department
of Administrative Services, is directed to continually monitor
the State’s financial operations, needs, and resources, and to
maintain an integrated financial accounting system. The
Legislative Branch, represented by the Fiscal Committee, the
Joint Legislative Capital Budget Overview Committee, and the
Office of the Legislative Budget Assistant, monitors compliance
with the budget and the effectiveness of budgeted programs.




2. CASH, CASH EQUIVALENTS, AND INVESTMENTS

PRIMARY GOVERNMENT
The state pools cash and investments except for separate cash
and investment accounts maintained in accordance with legal
restrictions. Each fund’s equity share of the total pooled cash
and investments and restricted assets is included on the
combined balance sheet under the captions "Cash and Cash
Equivalents" and "Investments".

Deposits: The following statutory requirements and Treasury
Department policies have been adopted to minimize risk
associated with deposits.

RSA 6:7 establishes the policy the state Treasurer must adhere
to when depositing public monies. The statute restricts deposits
to national banks, trust companies, and savings banks within
the United States that have a branch in the state of New
Hampshire. In addition, all depositories used by the state
must be approved at least annually by the Governor and
Executive Council.

RSA Chapter 6-B:2 requires the state Treasurer to submit
quarterly financial reports to the Governor and Executive
Council, the Commissioner of Administrative Services, and the
Legislative Fiscal Committee.

The Treasury Department examines the financial condition of
its depositories quarterly. The state Treasurer is not required
to collateralize bank deposits. Nevertheless, during fiscal year
2002, the Treasury Department collateralized deposits at one
of its major depositories.

Investments: The following statutory requirements and
Treasury Department policies have been adopted to ensure
reasonable rates of return on investments while minimizing
risk factors.

RSA Chapter 6:8 sets the policies the state Treasurer must
adhere to when investing state funds. Subject to Governor
and Council approval, the Treasurer must invest in certain
types of investments. Those investments include obligations
of the United States government or local governments within
New Hampshire, savings accounts and legal investments for
savings banks and trust companies, participation units in the
public deposit investment pool, and certificates of deposit of
state or federally chartered banks within New Hampshire or
national banks in Massachusetts.

The financial condition of each bank in which or through which
investments are made is evaluated by the Treasury Department
on a quarterly basis. Banks through which repurchase
agreements are written maintain their collateral in an
investment book entry account with the Federal Reserve. That
collateral is not separate from the banks’ assets. However,
securities used for collateral are segregated from the banks'
investment accounts and are kept free of liens, charges, or
claims of third parties. Repurchase agreements represent 23.7%
of the State's investment portfolio at June 30, 2002. The state
Treasurer is prohibited by statute from entering into reverse
repurchase agreements.

Some United States Government Obligations are classified as
cash and cash equivalents on the balance sheet because their
original maturities are less than three months. For purposes
of the notes to the financial statements, United States
Government Obligations are categorized as investments in
accordance with GAAP.

New Hampshire Public Deposit Investment Pool (NHPDIP):
The NHPDIP has been established, in accordance with RSA
383:22-24, for the purpose of investing funds of the state of
New Hampshire, funds under the custody of all governmental
units, pooled risk management programs established pursu-
ant to RSA 5-B, agencies, authorities, commissions, boards,
political subdivisions, and all other public units within, or in-
strumentalities of the state of New Hampshire. In accordance
with GAAP, the external portion of the NHPDIP is reported as
an investment trust fund in the Fiduciary Funds using the
economic resources measurement focus and accrual basis of
accounting. The internal portion of the pool is reported in the
general fund. NHPDIP financial statements can be obtained
by contacting NHPDIP at 497 Belknap Mountain Rd, Gilford
NH 03249.
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The balances of the state's deposit accounts at June 30, 2002, listed by custody risk category, are shown in the following schedule. The
total bank balance represents the total amounts on deposit as reported by the banks. The carrying amount represents the balances
on the state's records. The principal difference in demand deposits is outstanding checks which have not cleared the bank as of June

30, 2002 (expressed in thousands):

Categories
Total Bank Carrying
Description: 1 2 3 Balance Amount
Pooled Deposits:
Demand Deposits (Interest Bearing).........c.ccoevevreeriennns $ 1,216 $ 3770 $ 91,198 | $ 96,184 25,871
Money Market Accounts, 60,057 60,057 60,057
Savings Accounts... 230 3,583 3,813 3,813
Certificates of Deposit. 20,728 20,728 20,728
SUD TOtalL et $ 1,446 $ 3,770 $ 175,566 | $ 180,782 110,469
Restricted Deposits:
Demand DEPOSIES. ......ccviriiiiiieieieieieeeresese e 12,388 12,388 12,388
Money Market ACCOUNES.........coveieiiieieieieresesresresnened
Certificates of DEPOSIL..........ccocouriiiiiiiiiiiiicceecee 16,000 16,000 16,000
Sub Total . 28,388 28,388 28,388
Total Deposits 1S 1,446 $ 3,770 $ 203,954 | $ 209,170 138,857

Category 1 Fully insured or collateralized with securities held by the state or its agent in the state’s name.
Category 2 Collateralized with securities held by the pledging financial institution’s trust department or agent in the state’s name.
Category 3 Uncollateralized.

In accordance with GAAP, investments are classified as to custody risk by the three categories described below (expressed in thousands):

Categories
Fair
Description: 1 2 3 Value
Pooled Investments:

Commerical Paper..........cccccoviiiiiiiiiiiii e $ 16,017 | $ 16,017

Stocks and Bonds...........ccccviiiiiiiiniiini 9,569 9,569

Repurchase Agreements 217,008 217,008

United States Government Obligations. . 76,243 76,243

SUD TOtAl...evii e $ 318,837 | $ 318,837
Restricted Investments:

COMMErCIal PAPET.......ccuciviiiiiieieieeeeeeeee et 3,435 3,435

Repurchase Agreements 45,380 45,380

United States Government Obligations. . 31,587 15,001 46,588

SUD TOtAl...eiiiiii e $ 31,587 $ 63,816 | $ 95,403
Uncategorized:
United States Government Obligations:

(Funds on deposit in the Federal Unemployment Trust Fund). 323,568
Open-ended Mutual FUNdS.........c.cceviiiniiiencnisenceeeeeeen | 366,610
Bond Anticipation NOES..........coevirieiiieieiisieeeeee e 1,200

Sub total 691,378
Total Investments.. $ 1,105,618

Category 1 Insured or registered in the State’s name, or securities held by the state or its agent in the state’s name.
Category 2 Uninsured and unregistered, with securities held by the counterparty’s trust department or agent in the state’s name.
Category 3 Uninsured and unregistered, with securities held by the counterparty, or by its trust department or agent but not in the state’s name.
Reconciliation Between Financial Statements and Footnote
Unrestricted Restricted
Cash and Cash Cash and Cash
Equivalents Investments Equivalents Investments Total
Per Statement of Net Assets Primary Government | $ 632,089 $ 11,960 | $ 2,608 $ 120,535 | $ 767,192
Per Statement of Fiduciary Net Assets Private Purpose 4,194 2,859 7,053
Investment Trust 296,983 296,983
Agency Funds 11,764 169,803 181,567
Total per Financial Statements | $ 648,047 $ 481,605 | $ 2,608 $ 120,535 | $ 1,252,795
Per Footnote
Cash On Hand $ 8,320
Carrying Amount of Deposits 138,857
Investments at Fair Value 808,635
Investments at Amortized Cost 296,983
Total Per Footnote $ 1,252,795




MAJOR COMPONENT UNIT (University System of New Hampshire)

Levels of Risk of Cash and Cash Equivalents (expressed in thousands):

Categories Total Carrying
2 3 Bank Amount
Deposits:
Cash & Repurchase Agreements............. $ 71,120 |$ 71,120 | $ 71,120
Money Market Fund............ccccevveeinnennn. 1,873 1,873 1,873
Commercial Paper.........cccccovcieiiiiiiieenns 3,982 3,982 3,982
Total DepOSItS......ccccveveerierierieeieeieen $ 76975 |$ 76,975| $ 76,975
Category 1 Fully insured or collateralized with securities held by the state or its agent in the state’s name. )
Category 2 Collateralized with securities held by the pledging financial institution’s trust department or agent in the state’s name.
Category 3 Uncollateralized.
Level of Risk for Investments (Expressed in Thousands):
Categories Fair
Investments: 1 2 3 Value
Stocks and BONAS........coccuveeiiiviiee et 123,347 $ 11970 | $ 135,317
SUBLOtAL......oieiic e 123,347 11,970 135,317
Uncategorized:
Money Market FUNAS..........cccooieiiiiieiiiiee e 13,185
Mutual FUNAS.......oooiiiieeiiieeceee e 111,928
EQUItIES. ..t 5,215
U.S. Government Obligations...........cccccveeivieeeiiiveesnnnns 925
Investments Held by Others...........ccoociiiiciiiiiceen, 17,939
SUDBLOtAL ....evviiieeee e 149,192
Total INVESIMENLS.......cccoviiiiiei e 123,347 $ 11,970 | $ 284,509
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3. RECEIVABLES

The following is a breakdown of receivables at June 30, 2002 (expressed in thousands):

Major
Governmental Business-Type Total Component Unit
Short Term Receivables
Taxes:
Meals and ROOMS.........ccccvvviiiiiiiiiciiciien, 16,513 $ 16,513
Business Taxes... 103,282 103,282
Tobacco 5,166 5,166
Estate and Legacy. 19,200 19,200
Real Estate Transfer.. 10,490 10,490
Interest & Dividends 8,667 8,667
Communications 7,199 7,199
Utility Property Tax 10,200 10,200
Gasoline Road Toll 12,102 12,102
$ 1,131 1,131
SUBLOtal. ..o 192,819 1,131 193,950
Other Receivables:
Turnpike System..........ccoooiiiiiiiiic, 1,194 1,194
Liquor Commission 3,439 3,439
Sweepstakes Commission 2,758 2,758
Unemployment Trust Fund 7,394 7,394
Board and Care 723 723
Federal Grants 160,595 160,595 $ 22,366
Local Grants.. 51,999 51,999
Miscellaneous 15,882 15,882 13,417
State Revolving Loan Fund 13,006 13,006
Short Term Portion Of Note Receivable 2,589
Subtotal 242,205 14,785 256,990 38,372
Total Current Receivables (Gross) 435,024 15,916 450,940 38,372
Long Term Receivables
State Revolving Loan Fund 172,788 172,788
Loan/Note Receivable 20,332
Miscellaneous.............ceeeeieiiiiiiiiiiiee e 2,035 2,035 2,152
Total Long Term Receivables (Gross)........ 174,823 174,823 22,484
Allowance for Doubtful Accounts (13,400) (13,400) (3,478)
Total Receivables (Net).........ccccccvviiinnnnne. 596,447 $ 15,916 $ 612,363 $ 57,378

State Revolving Loan Fund:

Primary Government: As of June 30, 2002, total water pollution
control loans outstanding amounted to $185.8 million were
recorcorded in the state's general fund. This amouunt was offset
by a corresponding amount of deferred revenue. The state Water
Pollution Control Revolving Loan Fund ("State Revolving Fund"),
established by RSA 486:14, provides loans and other assistance
to local communities for financing waste water treatment facilities.
The State Revolving Fund was authorized through the Federal
Clean Water Act of 1988 and was initially funded through a
federal capitalization grant program to states which requires state
matching funds equal to 20% of the capitalization grant funding.
Principal and interest payments on the loans will occur over a
period not to exceed 20 years and will be credited directly to the
State Revolving Fund, enabling the fund balance to be available
in perpetuity.

Major Component Unit: The component unit balance is
University System of New Hampshire Perkins Loans and other
college and university loans of $57.4 million.

Deferred Revenue:

Primary Government: Governmental funds report deferred
revenue in connection with receivables for revenues that are
not considered to be available to liquidate liabilities of the
current period. Governmental funds also defer revenue
recognition in connection with resources that have been
received, but not yet earned. As of June 30, 2002, the
various components of deferred revenue ($407.5 million)
reported in the governmental funds were as follows:

Unavailable Unearned

Taxes receivable.........cccoceveveeeereennen. $ 96,067
Accrued Unbilled revenue.................... 4,690
Loans receivable............ccccouvveeeeeeennnnn. 235,634
Federal/Local receivables.................... $ 19,112

Receipts in advance of
52,005
$ 336,391 $ 71,117




4. CAPITAL ASSETS

Capital Asset activity for the year

ended June 30, 2002, was as follows (expressed in thousands):

Primary Government

Beginning Ending
Balance Increases Decreases Balance
Governmental Activities:
Capital Assets not being depreciated:
Land & Land Improvements. $ 370,630 $ 5547 % (932) $ 375,245
Construction in Progress 173,395 55,576 (33,132) 195,839
Total Capital Assets not being depreciated............... 544,025 61,123 (34,064) 571,084
Other Capital Assets:
Equipment & Computer Software 110,079 20,335 (9,806) 120,608
Buildings & Building Improvements 425,142 55,511 (15,695) 464,958
Land Improvements 90,116 59 1) 90,174
Infrastructure 2,463,572 565 2,464,137
Total Other Assets .. 3,088,909 76,470 (25,502) 3,139,877
Less accumulated depreciation for:
Equipment & Computer SOftWare.............c..cooe.vreevenees (78,732) (16,755) 9,252 (86,235)
Buildings & Building Improvements.............ccc.oo..evenn.. (198,064) (12,121) 901 (209,284)
Land Improvements... (64,680) (2,139) (66,819)
Infrastructure (1,439,521) (34,889) (1,474,410)
Total Accumulated Depreciation.................cc..ccoe...... (1,780,997) (65,904) 10,153 (1,836,748)
Other Capital Assets, Net i 1,307,912 10,566 (15,349) 1,303,129
Governmental Activities Capital Assets, Net... . $ 1851937 % 71689 $  (49413) $ 1,874,213
Business-Type Activities:
Turnpike:
Capital Assets not being depreciated:
Land & Land Improvements. $ 89,086 $ 1,001 % (220) 3 89,957
Construction in Progress 60,746 8,960 (2,337) 67,369
Capital Assets not being depreciated .................... 149,832 10,051 (2,557) 157,326
Other Capital Assets:
EQUIDMENL. ... ees s 14,294 954 (441) 14,807
Buildings & Building Improvements...........cc..cco.ocueuen.. 3,640 597 (31) 4,206
Infrastructure. 477,311 2,337 (1,569) 478,079
Total Capital Assets 645,077 13,939 (4,598) 654,418
Less accumulated depreciation for:
Equipment (12,409) (1,113) 414 (13,108)
Buildings & Building Improvements. (2,348) (61) 28 (2,381)
Infrastructure (126,891) (9.594) 17 (136,468)
Total Accumulated Depreciation................cc......... (141,648) (10,768) 459 (151,957)
Turnpike Capital ASSets, Net...........cco.covvvrrerennne. $ 503429 $ 3171 $ (4139) $ 502,461
Liquor:
Capital Assets not being depreciated:
Land & Land IMProvements.............c..ccoveeveeveenreenrenss $ 2,055 $ 2,055
Other Capital Assets:
EQUIDMENL.......veoeveceeeeeeeeeeseee s sesesesnsnssesneens 7946 % 1011 % (95) 8,862
Buildings & Building Improvements...........c...ccc.ocueeunn.. 15,784 1,396 17,180
Land Improvements 627 55 682
Total Capital Assets 26,412 2,462 (95) 28,779
Less accumulated depreciation for:
Equipment (4,736) (949) 78 (5,607)
Buildings & Building Improvements. . (6,558) (544) (7,102)
Land IMPrOVEMENES. ............vveereeersereeresnssesseessensenns (571) (24) (595)
Total Accumulated Depreciation.. (11,865) (1,517) 78 (13,304)
Liquor Capital Assets, Net $ 14547 $ 945 % 1 s 15,475
Sweepstakes Commission:
EQUIPMENL. oo $ 974 $ 69 $ (523) $ 520
Less accumulated depreciation for equipment: (573) (222) 551 (244)
Sweepstakes Capital Assets, Net $ 401 $ (153)  $ 28 % 276

Governmental Activities:
General Government

Resource Protection and Development
Transportation

Health and Social Services

Education

Administraton of Justice and Public Protection

Total Governmental Activities Depreciation Expense

$

$

3,354
10,511
4,944
39,808
4,865
2,422

65,904
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Current period depreciation expense was charged to functions of the primary government as follows (expressed in thousands):
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In accordance with GAAP, interest is capitalized on proprietary fund assets acquired with tax-exempt debt. The amount of interest
capitalized is calculated by offsetting interest expense incurred from the date of the borrowing until completion of the project with
interest earned on invested proceeds over the same period. In fiscal year 2002, net interest cost capitalized in the Turnpike System
Enterprise Fund amounted to $ 1.5 million.

The state possesses certain capital assets that have not been capitalized and depreciated, because the assets cannot be reasonably
valued and/or the assets have inexhaustible useful lives. These assets include works of art and historical treasures such as statues,
monuments, paintings and miscellaneous capitol-related artifacts and furnishings.

Major Component Unit: The following is a rollforward of Capital Assets for the University of New Hampshire,
(Expressed in Thousands):

Beginning Ending

Balance Additions Deletions Balance
Land and Land Improvements................... $ 8,989 $ 875 $ 9,864
Building and Building Improvements......... 573,244 21451 $ (85) 594,610
EQUIPMENT.......eeeeeececeeeeievereie oo 97,381 11,257 (1,718) 106,920
Construction in Progress............ccccevevve... 35,952 42,066 78,018
SUBLOTAL .o $ 715566 $ 75649 $  (1,803) $ 789,412
Less: Accumulated Depreciation............... (325,122) (26,857) 1,687 (350,292)
TOMAl.ververeereeereesees s $ 390444 $ 48792 $ (116) $ 439,120

Advance Refunding: The following is a summary of general
obligation bonds and revenue bonds defeased by the primary
government. The proceeds from each advance refunding issue
were placed in an irrevocable trust to provide for all future

5. LONG TERM-DEBT

PRIMARY GOVERNMENT

Bonds Authorized and Unissued: Bonds authorized and
unissued amounted to $285.3 million at June 30, 2002. The
proceeds of the bonds will be applied to the following funds

debt service payments on the old bonds.

Accordingly, the trust account assets and the liability for the
defeased bonds are not included in the state's financial

when issued (expressed in thousands): statements (expressed in thousands):

Capital Projects Fund ........cc.cce..... $ 149644
Turnpike System .........cccccccccucunee 135,650
A Amount
Total ..o $ 285,294 Outstanding

Date of Advance Refunding at June 30, 2002

Turnpike System: The Legislature has established a 10-year
highway construction and reconstruction plan for the Turnpike
System to be funded from Turnpike revenues. This legislation

Governmental Fund Types (General Obligation Bonds):

also authorized the Governor and Executive Council to issue nggﬂgg; %,91?336 """"""""""""""""""""" $ ?é’ggg
up to $586 million of revenue bonds to support this project. FoUTTT mmmmmm—m— ’
The state has issued $395 million of revenue bonds for this

project. Subtotal ... 77,450

Turnpike System (Revenue Bonds):

January 20, 19%4 ........ 27,000
December 19, 2001 .... 85,255
GUDBEOLAL «+evvveererereerercueremrememensuencsenenee 112,255
Total..........ooooiic $ 189,705

Changes in Long-Term Liabilities: On November 6, 2001, the state issued $100 million of general obligation capital improvement
bonds. The interest rates on these serial bonds range from 3.0% to 5.0%, and the maturity dates range from 2002 through 2021. A
portion of the proceeds from this issue was used to pay off $50 million of bond anticipation notes which were outstanding at June 30,
2001.

On December 21, 2001, the state issued $5.13 million of taxable general obligation bonds to retire certain pension obligations as
authorized pursuant to chapter 275 laws of 2001. These will mature by 2006.

On December 19, 2001, the state issued $84.9 million of Turnpike System Revenue bonds. The interest rates on these serial bonds range
from 3.0% to 5.25%. These bonds were used to refund $85.2 million of revenue bonds. The proceeds of the refunding were used to
purchase U.S. Government Securities, which were deposited in an irrevocable trust with an escrow agent to provide for all future debt
service payments. The advance refunding will result in a cash savings of $8.9 million over the next twenty years and an economic
gain of $5.5 million.
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The following is a summary of the changes in the long-term liabilities for bonds, compensated absences, and uninsured claims as
reported by the primary government during the fiscal year (expressed in thousands):

Beginning Ending

Governmental Activities Balance Accretion Increases Decreases Balance Current Long-Term
General Obligation Bonds Payable.......... $ 602,185 | $ 9,527 | $ 108,470 | $ 59,978 | $ 660,204 | $ 68,300 [ $ 591,904
Bond Anticipated Notes...........cccoceerernns 50,000 50,000

Compensated Absences... 55,031 42,801 39,189 58,643 17,516 41,127
Uninsured Claims 14,942 14,402 5,751 23,593 1,213 22,380
Capital Lease.......cccoocveveereeaiieieniieenn 7,286 2,600 1,905 7,981 7,981
Legal Contingency 5,000 5,000 5,000

Total Governmental

$ 734,444 | $ 9,527 | $ 168,273 | $ 156,823 | $ 755,421 | $ 87,029 | $ 668,392

Business-Type Activities

Turnpike System

General Obligation Bonds...................... $ 26,221 $ 4,036 | $ 22,185|$ 4,016 $ 18,169
Revenue Bonds..........cccovvvevnencnennnnn 331,480 $ 84,103 94,422 321,161 7,765 313,396
Compensated Absences..........ccccccceeuene 1,939 1,996 936 2,999 269 2,730
TOtAL v $ 359,640 $ 86,099 | $ 99,394 | $ 346,345 | $ 12,050 | $ 334,295
Liguor Commission
Capital Lease.........ccoevvverviicienicneene $ 1633 | % 501 % 1,583 $ 1,583
Compensated Absences... $ 1,824 1,870 1,504 21901 $ 530 1,660
TOtAl e $ 1,824 $ 3,503 | $ 1,554 | $ 3,773 | $ 530 | $ 3,243
Sweepstakes Commission
Compensated Absences..........ccccccceeuene $ 313 $ 334 $ 266 | $ 3811 % 112 | $ 269
$ 313 $ 3341 % 266 | $ 3811 $ 112 | $ 269
$ 361,777 $ 89,936 | $ 101,214 | $ 350,499 | $ 12,692 |$ 337,807

Capital Appreciation Bonds: Six of the state's general obligation capital improvement bonds issued since November 1990 represent
capital appreciation bonds (College Savings Bond Program) with interest being accrued and compounded semiannually. At June 30,
2002, the cumulative interest accretion since issuance for all six capital appreciation bonds is approximately $104.7 million. The interest
is not paid until the bonds mature, at which time the expenditure will be recorded.

Debt Maturity: All bonds issued by the state, except for the $395 million in Turnpike revenue bonds, are general obligation bonds,
which are backed by the full faith and credit of the state. Interest rates on these issues range from 3.0% to 7.2%. Debt service payments
on “self-liquidating” debt are funded by reimbursements from component units for debt issued by the state on their behalf and through
user fees and other revenues statutorily earmarked to fund debt service payments on specific projects. The anticipated source of
repayment and annual maturities are as follows (expressed in thousands):

SOURCE OF PRINCIPAL PAYMENTS DEBT SERVICE
Governmental Activities Business-Type Activities TOTAL ALL FUNDS
Turnpike System
Payable General Highway Self General
June 30, Fund Fund Liquidating Total Obligation Revenue Principal Interest Total

2003, $ 56,332 | $ 5769 | $ 6,199 | $ 68,300 | $ 4,016 | $ 7,765 $ 80,081 $ 40936|%$ 121,017
2004 57,621 4,268 5,638 67,527 3,975 8,110 79,612 38,203 117,815
2005 54,582 4,217 5,350 64,149 3,709 11,145 79,003 35,800 114,803
2006 50,650 4,235 5,430 60,315 3,671 10,710 74,696 32,876 107,572
2007.... 47,268 4,233 5,402 56,903 2,637 11,690 71,230 30,523 101,753
2008-2012. 204,058 17,004 24,989 246,051 4,177 67,400 317,628 112,996 430,624
2013-2017. 91,015 5,830 9,721 106,566 93,755 200,321 61,053 261,374
2018-2022. 35,477 2,656 2,267 40,400 68,055 108,455 24,701 133,156
2023-2027. 35,860 35,860 7,136 42,996
2028-2032. 11,725 11,725 900 12,625
Subtotal $ 597,003 | $ 48,212 | $ 64,996 [ $ 710,211 | $ 22,1851 $ 326,215 | $ 1,058,611 $ 385,124 | $ 1,443,735
Unamortized Discount /

Premium (42,309) (4,719) (2,979) (50,007) 1,651 (48,356) (48,356)
Unamortized Loss on

Refunding (6,705) (6,705) (6,705)
Total...coveeeeiiies $ 554,694 | $ 43,493 | $ 62,017 | $ 660,204 | $ 22,1851 $ 321,161 | $ 1,003,550 $ 385,124 | $ 1,388,674

Turnpike System principal debt service includes general obligation principal debt service of $22.2 million, serial revenue bond
principal debt service of $86.3 million, and term revenue bond principal debt service of $239.9 million.

Bond Anticipation Notes- The state issues bond anticipation notes in advance of issuing general obligation bonds. The proceeds are
deposited into the capital fund to fund various capital outlay projects. At June 30, 2002, the state did not have any notes outstanding.
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Changes in Long-Term Liabilities: The following is a summary of the changes in the long-term liabilities as reported by the
University of New Hampshire during the fiscal year (expressed in thousands):

Beginning Ending
Balance Increases Decreases Balance Current Long-Term
University System of NH..........ccccoovvvvennnccnennn, $ 297318 |$ 48578 |$ 44856 |$ 301,040 | $ 9335 | $ 291,705

The University System of New Hampshire’s long-term liabilities include: Revenue Bonds Payable of $193.9 million; accrued

employee benefits and compensated absences of $67.6 million;

and other liabilities of $30.2 million.

Debt Maturity: The following is a summary of the annual principal payments and total debt service relating to the long-term debt

of the University of New Hampshire (expressed in thousands):

UNIVERSITY SYSTEM OF N.H.
Payable June 30, Principal Interest Total
2003.....ciie $ 853 | $ 8476 | $ 9,329
1,927 10,106 12,033
5,442 9,979 15,421
5,442 9,735 15,177
5,691 9,484 15,175
2008-2012......cccevviiiiniinieiine 31,641 43,250 74,891
2013-2017..ccoiiieiiiicnieiiine 37,578 34,410 71,988
2018-2022......cceiviicniiniine 43,740 23,378 67,118
2023-2027....ccvveiiiiciniiinienins 30,640 13,238 43,878
2028-2032......cceiviiciniiniiins 25,760 6,568 32,328
2033-2034.......coiiiin 12,240 635 12,875
SUBLOtAl...cocooocvvvvverenns 200,954 169,259 370,213
Unamortized Discount......... (36) (36)
Total....ooeecccc, $ 200,918 | $ 169,259 | $ 370,177
== ———————
I 5. RISK MANAGEMENT AND INSURANCE I recorded when it is probable that a loss he?s occurred and the
amount of that loss can be reasonably estimated. At June 30,

The state is exposed to various risks of loss related to torts; theft
of, damage to, and destruction of assets; errors and omissions;
injuries to employees; and natural disasters. The state primarily
retains the risk of loss except where the provisions of law allow
for the purchase of commercial insurance or where commercial
insurance has been proven beneficial for the general public. There
are approximately 30 such commercial insurance programs in
effect, which include fleet automobile liability, ski area liability
for Cannon Mountain, and a faithful performance position schedule
bond. Settled claims under these insurance programs have not
exceeded commercial insurance coverage in any of the last three
years. Claim liabilities not covered by commercial insurance are

2002, the amount of liabilities not covered by commercial
insurance was approximately $25.1 million related to worker's
compensation claims. This liability is the state's best estimate
based on available information. In the governmental funds,
the total liability is approximately $22.6 million. Of this liability,
$1.3 million has been determined to be payable with expendable
available financial resources and recorded as accounts payable
in the governmental funds. The remaining $21.3 million long-
term liability has been recorded in the Government-wide
financial statements. The total liability recorded in the enterprise
funds amounted to approximately $2.5 million at June 30, 2002.

The following table presents the changes in worker's compensation claim liabilities (short- and long-term combined) during the

fiscal years ending June 30, 2001, and June 30, 2002:

(expressed

Changes in Claim Liabilities

Current Year Claims

in thousands)

Beginning and Changes Claims Ending

Fiscal Year Balance in Estimates Paid Balance
2001 $ 12,133 $ 10,651 $ 5,552 $ 17,232
2002 17,232 14,351 6,530 25,053




|7. INTERFUND RECEIVABLES AND PAYABLES I

Due From or To Other Funds for the primary government on the fund financial statements consist of the following as of June 30, 2002
(expressed in thousands):

RECEIVABLES AMOUNT PAYABLES AMOUNT
General Fund.........ococoeeneniiiccrnnnns $ 1,934 | Education Fund..........ccccorverevneenn. $ 1,934
Education Fund..........ccccooerevieninnnnnne 647 | Sweepstakes Commission............... 647
Liguor Commission.........ccceeeeeeeernenn 2,070 | Genera Fund.........coocooiiiieniencnnenn 2,070
TOtaAl oo $ 4,651 | Total...ooeeeerrerrerreeerre e $ 4,651

The net due from or to other funds for the primary government has been reported as "internal balances" in the government-wide
financial statements. The net amount of $1.4 million (governmental payable of $2.0 million less business-type receivable of $.6
million) represents the "internal balances" amount on the statement of net assets. The $1.9 million has been netted on the
government-wide financial statement.

Due from Component Units: As of June 30, 2002, the cumulative balance of outstanding loans plus accrued interest to the Pease
Development Authority (PDA) amounted to $43.4 million. The balance has been offset by a corresponding amount of deferred
revenue in the General Fund Financial Statements.

The state has issued general obligation bonds to finance certain capital projects for the University System of New Hampshire
(University System). As of June 30, 2002, the outstanding balance of these bonds was $6.4 million. The state is reimbursed for
the debt service payments from the University System as the payments are due. This receivable is classified as "Due from
Component Units" and "Deferred Revenue" in the State's General Fund Financial Statements.

|8. INTERFUND TRANSFERS I

Interfund transfers during the current fiscal year were as follows (expressed in thousands):

Transferred To

Total
General Education Non-Major | Governmental
Fund Fund Fund Fund
Transferred From
Governmental Funds
General FUNd........ccooiveveiieiiee e $ 82,270 $ 82,270
Highway FUuNd........c.cccooveeviiiiieceeceee e $ 806 $ 806 1,612
Capital Projects..........ccccveueene . 2,552 2,552
Total Governmental FuNds..........cccceoeveeeennns * 3,358 * 82,270 * 806 * 86,434
Proprietary - Enterprise Funds
Liqguor Commission 82,602 82,602
Sweepstakes Commission 66,125 66,125
Total Proprietary - Enterprise Funds.............. $ 82,602 | $ 66,125 $ 148,727

*These Amounts have been eliminated within governmental activities on the government-wide financial statements.
*  The following transfers represent sources of funding identified through the state’s budget per Ch. 130,L’01:
®  $65.7 million appropriated from General Fund to fund education, $16.6 million transfered to cover the education fund deficit.
®  Transfer of Sweepstakes Commission profits of $66.1 million to fund education.
®  Transfer of Liquor Commission profits of $82.6 million to General Fund for government operations.

*  The General Fund share of bond proceeds was transferred from the Capital Fund in the amount of $2.5 million.
*  Pursuant to RSA 260:60, $1.6 million of unrefunded gas tax was transferred on a 50/50 basis to the General and Fish & Game Funds.
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9. UNDESIGNATED FUND BALANCE (DEFICIT) and
CONTRACTUAL COMMITMENTS

Highway Fund: The Highway Fund unreserved,
undesignated deficit was $4.1 million as of June 30, 2002.
The deficit exists primarily because certain multi-year
Highway infrastructure construction projects are
appropriated from current year fund balance.

Capital Projects Fund: The June 30, 2002, unreserved,
undesignated deficit of the Capital Projects Fund was $152.1
million. The Capital Projects Fund accounts for multi-year
capital projects which will be primarily financed by bond
proceeds. The project costs are appropriated when the project
is approved. Bonds are issued as the expenditures are
expected to be incurred. As of June 30, 2002, bonds
authorized and unissued for the Capital Projects Fund
amounted to $149.6 million.

Contractual Commitments: The state has estimated its
share of contractual obligations for construction contracts to
be $52.2 million at June 30, 2002. This represents total
obligations of $169.4 million less $117.2 million in estimated
federal aid.

|10. EMPLOYEE BENEFIT PLANS I

NEW HAMPSHIRE RETIREMENT SYSTEM

Plan Description: The New Hampshire Retirement System is
the administrator of a cost-sharing multiple-employer Public
Employee Retirement System (The Plan) established in 1967 by
RSA 100-A:2 and is qualified as a tax-exempt organization
under Sections 401 (a) and 501 (a) of the Internal Revenue
Code. The Plan is a contributory defined-benefit plan providing
service, disability, death, and vested retirement benefits to
members and beneficiaries. The Plan covers substantially all
full-time state employees, public school teachers and
administrators, permanent firefighters, and police officers
within the state of New Hampshire. Full-time employees of
political subdivisions, including counties, municipalities, and
school districts, are also eligible to participate as a group if the
governing body of the political subdivision has elected
participation. The Plan is divided into two membership groups.
Group 1 consists of state and local employees and teachers.
Group II consists of firefighters and police officers. All assets
are in a single trust and are available to pay retirement benefits
to all members.

Group I members at age 60 qualify for a normal service
retirement allowance based on years of creditable service and
average final compensation (AFC). The yearly pension amount
is 1/60 (1.67%) of average final compensation multiplied by
years of creditable service. AFC is defined as the average of
the three highest salary years. At age 65, the yearly pension
amount is recalculated at 1/66 (1.5%) of AFC multiplied by
years of creditable service. Members in service with 10 or
more years creditable service who are between age 50 and 60
or members in service with at least 20 or more years of service,
whose combination of age and service is 70 or more, are entitled
to a retirement allowance with appropriate graduated reduction
based on years of creditable service.

Group II members who are age 60, or members who are at
least age 45 with at least 20 years of creditable service can

receive a retirement allowance at a rate of 2.5% of AFC for
each year of creditable service, not to exceed 40 years.

Members of both groups may qualify for vested deferred
allowances, disability allowances, and death benefit allowances
subject to meeting various eligibility requirements. Benefits
are based on AFC or earnable compensation, service, or both.

Pursuant to RSA 100-A:50, the New Hampshire Retirement
System also provides a postretirement medical premium
subsidy for Group I employees of political subdivisions and
teachers and Group II police officers and firefighters.

A special account has been established by RSA 100-A:16, II(h)
for additional benefits. The account is credited with all of the
earnings of the account assets in the account plus the earnings
of the remaining assets of the plan in excess of the assumed
rate of return plus 1/2 of 1 percent.

The New Hampshire Retirement System issues a publicly available
financial report that may be obtained by writing to them at 4
Chenell Drive, Concord, NH 03301-8509 or from their web site
at http:/ /webster.state.nh.us/retirement.

Funding Policy: The Plan is financed by contributions from
the members, the state and local employers, and investment

earnings. In fiscal year 2002, by statute, Group I members
contributed 5.0% of gross earnings. Group II members

contributed 9.3% of gross earnings. Employer contributions
required to cover that amount of cost not met by the members’
contributions are determined by a biennial actuarial valuation
by the system’s actuary using the open group aggregate funding
method and are expressed as a percentage of gross payroll.
The state's share represents 100% of the employer cost for all
state employees, and 35% of the employer cost for teachers,
firefighters, and police officers employed by political
subdivisions. The state does not participate in funding the
employer cost of other political subdivision employees.

The state's contributions to the plan for the years ending June
30, 2002, 2001, and 2000 were $37.1 million, and $33.8 million,
and $31.7 million, respectively, which equals the required
contributions for each year.

HEALTH CARE INSURANCE FOR RETIRED EMPLOYEES

In addition to providing pension benefits, RSA 21-1:30 specifies
that the state provide certain health care insurance benefits for
retired employees. These benefits include group hospitalization,
hospital medical care, and surgical care. Substantially all of
the state’s employees may become eligible for these benefits if
they reach normal retirement age while working for the state
and receive their pensions on a periodic basis rather than a
lump sum. These and similar benefits for active employees
are authorized by RSA 21-I1:30 and provided through an
insurance company whose premiums are based on the benefits
paid during the year. The state recognizes the cost of providing
these benefits by paying the entire annual insurance premiums,
with minor contributions offset by members and a portion paid
by the New Hampshire Retirement System's medical premium
subsidy for Group I and Group II employees. The state paid
approximately $26.5 million of annual insurance premiums
for approximately 7,589 state retirees and covered dependents
receiving a periodic pension benefit for the fiscal year ended
June 30, 2002.



COMPONENT UNITS

Eligible employees of the New Hampshire Retirement System and the Pease Development Authority participate in the PERS and
additional disclosure about their participation is available in the NHRS audited financial statements. Employees of the New
Hampshire Community Development Finance Authority, the Business Finance Authority, and the University System of New
Hampshire are not members of the New Hampshire Retirement System, but participate in their own defined contribution plans.

I11. CONTINGENT AND LIMITED LIABILITIES I

PRIMARY GOVERNMENT

Bonds and First Mortgages: The state of New Hampshire is contingently liable, within statutory legal limits, for bonds sold by
municipalities, school districts, and for first mortgages on industrial and recreational property that contain the guarantee of the
state of New Hampshire. The following table shows the composition of the state's $192 million of contingent liabilities and the

statutory limits as of June 30, 2002 (expressed in thousands):

Water Pollution and Waste Disposal,RSA 485-A:7

N.H. School Building Authority, RSA 195-C:2

Solid Waste Management, RSA 149-M:31

(Legal Limit $175.0 million-principal and iNTErest)..........ccovvrrvirienenienene e $ 52916 $ 16439 $ 69,355

Business Finance Authority, RSA 162-A:22-Economic Development
(Legal Limit $95.0 million-principal Only)........cccccvervimieeiienieenee e

(Legal Limit $75.0 million-principal and interest)...........c.cccooevvvevieennennn.

.............................. 53,349 23,060 76,409
.............................. 33,083 12,514 45,597
.............................. 755 236 991

PRINCIPAL INTEREST TOTAL

$ 140,103 $ 52,249 $ 192,352

The state of New Hampshire has a limited liability for the
New Hampshire Housing Finance Authority and the New
Hampshire Municipal Bond Bank. Both entities are required
to maintain a bond reserve fund. A request for an
appropriation may be submitted to the Legislature for a sum
required to maintain the bond reserve fund at the established
bond reserve fund requirements. Amounts so requested are
subject to appropriation by the Legislature and do not
constitute a debt of the state and no such appropriations have
ever been requested.

RSA 12-G:17 authorizes the Pease Development Authority
(PDA) to issue bonds for the development of the Pease Air
Force Base. RSA 12-G:31 states that the Governor and
Executive Council may award an unconditional state guarantee
for the principal, not to exceed $50 million, plus interest. As
of June 30, 2002, the state has issued $37.6 million in general
obligation bonds on behalf of PDA in lieu of a state guarantee,
in accordance with RSA 12-G:31, IIl. The general obligation
debt issued on behalf of PDA reduced the legal limit on debt
guaranteed by the state to $12.4 million at June 30, 2002.

RSA 12-G:33 authorizes the Pease Development Authority
(PDA) to issue bonds for the development of the former Pease
Air Force Base subject to the approval by the Legislative Fiscal
Committee of the comprehensive development plan prepared
by the PDA. The Governor and Executive Council may award
an unconditional state guarantee for the principal, not to exceed
$35.0 million, plus interest.

RSA 33:3-e authorizes state municipalities to issue Superfund

Site Cleanup Bonds in order to pay all response costs associated
with the Comprehensive Environmental Response,
Compensation and Liability Act of 1980 (CERCLA). The
Governor and Executive Council may award an unconditional
state guarantee for the principal, not to exceed $50 million,
and interest.

Federal Grants: The state receives federal grants, which are
subject to review and audit by the grantor agencies. Access to
these resources is generally conditional upon compliance with
terms and conditions of grant agreements and applicable
regulations, including expenditure of resources for allowable
purposes. Any disallowances resulting from the audit may
become the liability of the state. The state estimates that the
ultimate disallowance pertaining to these grants, if any, will
be immaterial to its overall financial condition.

COMPONENT UNITS

The Community Development Finance Authority records
liabilities payable from restricted assets of $6.6 million. These
liabilities relate to economic development projects for which
pledges have been received by the authority. There is no
guarantee that these projects will begin or be completed. In
the event the project does not utilize the funding donated on
its behalf, the funds are to be returned to the donor or the state
at the discretion of the donor.

NEW HAMPSHIRE * 59



60 NEW HAMPSHIRE

|12. CONDENSED STATEMENTS FOR DISCRETELY PRESENTED COMPONENT UNITSI

STATE OF NEW HAMPSHIRE
CONDENSED STATEMENT OF

NET ASSETS

DISCRETELY PRESENTED COMPONENT UNITS

JUNE 30, 2002
(Expressed in Thousands)

Major Non-Major
Community
University | Business  Development Pease
System of Finance Finance Development
N.H. Authority Authority Authority Total
ASSETS
CUITeNnt ASSEtS........covveiriieeiniieieeins $ 196,826 ($ 14,940 $ 9,187 $ 16,085 | $ 237,038
Capital Assets, Net.........c.ccoccccovrrcrnne 439,120 5,883 165 66,625 511,793
Other Non-Current Assets... 228,833 15,950 1,651 200 246,634
Total Assets 864,779 36,773 11,003 82,910 995,465
LIABILITIES
Current Liabilities 76,274 4,068 4,413 2,724 87,479
Long Term Debt 286,353 26,847 3,877 3,272 320,349
Due to Primary Government.................. 6,396 43,444 49,840
Total Liabilities........cccooeveiriencrennne, 369,023 30,915 8,290 49,440 457,668
NET ASSETS
Invested in Capital Assets,
Net of Related Debt.... 279,974 5,883 164 41,066 327,087
Restricted Assets 168,928 8,613 177,541
Unrestricted ASSEtS......occvvveieiiieienienns 46,854 (25) 2,549 (16,209) 33,169
Total Net ASSets........ccoerovrrcnnennns $ 495756[$% 5858 $ 2,713 3 33,470 | $ 537,797
STATE OF NEW HAMPSHIRE
CONDENSED STATEMENT OF ACTIVITIES
DISCRETELY PRESENTED COMPONENT UNITS
FOR FISCAL YEAR ENDED JUNE 30, 2002
(Expressed in Thousands)
Program Revenues
Operating Net Net Assets
Charges for Grants and Capital (Expenses) General Changein Beginning Net Assets
Expenses Services Contributions Grants Revenues Revenue Net Assets of Year End of Year
Component Units:
College & University............ $ 499,283 $ 262251 $ 112,959 ¢ 11,520 $ (112,553) $ 104,273 $ (8,280) $ 504,036 $ 495,756
Business Finance
AULHOITY ..o 2,161 3,781 1,620 (1,227) 393 5,465 5,858
Community Development
Finance Authority................ 1,664 1,373 610 319 319 2,394 2,713
Pease Development
AUhOTItY oo 12,220 11,842 (378) 14,467 14,089 19,381 33,470
Component Unit Total......... $ 515328 $ 279,247 $ 113569 $ 11520 $ (110,992) $ 117,513 $ 6,521 $ 531,276 $ 537,797
STATE OF NEW HAMPSHIRE
CONDENSED STATEMENT OF CASH FLOWS
DISCRETELY PRESENTED COMPONENT UNITS
FOR FISCAL YEAR ENDED JUNE 30, 2002
(Expressed in Thousands)
Net Cash Provided (Used) by: Net Increases Cash and Cash and
Capital and (Decreases) Cash Cash
Noncapital Related in Cash and Equivalents Equivalents
Operating Financing Financing Investing Cash Beginning End
Activities Activities Activities Activities Equivalents of Year of Year
Component Units:
College & University.......... $ (58,204) $ 88447 $ (71,494) $ 16,770 3 (24,481) $ 101,456 $ 76,975
Business Finance
Authority........c.coceeiienne 2,978 3,151 (2,451) (2,157) 1,521 10,299 11,820
Community Development
Finance Authority............. (2,381) 330 (©)] 280 (1,780) 7,377 5,597
Pease Development
AULhOItY....coeveiiciieiee 3,314 (3,128) 186 3,772 3,958
Non-Major Component
Unit Total.......ccccccovvrinenne $ (54293) $ 91928 $ (77,082) $ 14,893 3 (24554) $ 122,904 $ 98,350
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13. LEASE COMMITMENTS

| 14. LITIGATION |

OPERATING LEASES

The state has lease commitments for space requirements which
are accounted for as operating leases. These leases, subject to
continuing appropriation, extend forward a number of years
and may contain rent escalation clauses and renewal options.
Rent expenditures for fiscal year 2002 for governmental
activities and business-type activities were approximately $7.9
million and $2.3 million, respectively. The following is a
schedule of future minimum rental payments required under
operating leases that have initial or remaining noncancellable
lease terms in excess of one year as of June 30, 2002 (expressed
in thousands):

Payable Governmental Business-Type
June 30, Activities Activities
2003, $ 8,742 $ 1,563
2004 4,857 1,147
2005, ...t 3,118 1,030
20086.......cooiriieee e 1,225 768
2007 346 440
2008-2012......ceiiiriieiiiieeeee s 190 352
Total oo, $ 18,478 $ 5,300

CAPITAL LEASES

The state has entered into lease agreements as lessee for fi-
nancing the acquisition of buildings and equipment. These
leases qualify as capital leases for accounting purposes and,
therefore, have been recorded at the present value of the
future minimum lease payments. The future minimum lease
payments and the net present value of those payments at
June 30, 2002, are as follows (in thousands):

Payable Governmental Business-Type
June 30, Activities Activities
$ 1,279 $ 255
1,182 255
1,063 255
1,009 255
998 255
2,581 676
1,573
779
10,464 1,951
Amount Representing Interest............... (2,483) (368)
Present Value of Minimum
Lease Payments.........cccoceevevierieenenenn. $ 7,981 $ 1,583

The assets aquired through capital leases and included in capi-
tal assets at June 30, 2002 include the following (in thousands):

Governmental Business-Type
Activities Activities
EQUIPMENT....oviiieieieisiei e $ 3,790 $ 504
Buildings & Building Improvements....... 8,096 1,129
TOtAl e 11,886 1,633
Less: Accumulated Depreciation........... (6,254) (214)
NEt. ..o e $ 5,632 $ 1,419

EDUCATION
Claremont School District, et. al. v. Governor, et. al.

For the last several years, the state has been involved in ongoing
litigation initiated against the state by five school districts who
challenged the constitutionality of the state’s statutory system of
financing the operation of elementary and secondary public schools
primarily through local property taxes. On December 17, 1997,
the New Hampshire Supreme Court ruled in favor of the Plaintiffs
and found that property taxes in support of education are state
taxes and that such taxes must be proportional and reasonable
throughout the state, and that the current system failed to meet this
standard. The Supreme Court further held that a constitutionally
adequate public education is a fundamental right, and that the
legislative and executive branches must develop and adopt specific
criteria implementing appropriate guidelines for such an education.

During the 1998 session, the legislature passed a law defining the
components of what constitutes an adequate education and further
established commissions to study the costs of providing a
constitutionally adequate education and special education. These
commissions issued reports in December 1998. The 1998 legislative
session also produced a law requiring a comprehensive study of
the school facilities statewide. This study was commenced in 1999,
was completed by July 1, 2000 and was reported to the legislature
on September 1, 2000.

On April 29, 1999, the State Legislature produced a law that
determined the cost of an adequate education for the biennium
beginning July 1, 1999, and commits to the expenditure of that
amount of money. Also included in this law are two study
commissions: one charged with reviewing New Hampshire’s tax
structure and the other with reviewing the costs of an adequate
education and special education, and the delivery of an adequate
education.

In August 1999, the Plaintiffs filed motions in the Supreme
Court, which retains jurisdiction in this matter, challenging
various aspects of the new system. In October, the Supreme
Court struck down the statewide property tax included in the
State’s funding plan. The court held that the phase-in of the tax
in so-called “donor” communities was unconstitutional. The
court held that all of the Plaintiffs” other claims were premature
and dismissed them without prejudice. In November 1999, the
Legislature re-enacted the statewide property tax without the
phase-in.

During the 2000 legislative session, two bills with accountability
systems to ensure the delivery of an adequate education were
introduced and extensively debated by the Legislature. Neither
bill was passed by the end of the session. A school facilities’
study occurred and was reported to the Legislature on Septem-
ber 1, 2000. That study provided information regarding the
conditions of the school buildings in the state. The Educational
Adequacy Commission also met during 2000 and issued a
report in December 2000 regarding possible adjustments to the
calculation for the per pupil cost of an adequate education.

During the 2001 legislative session, several school funding bills
and some accountability bills were vigorously debated by the Leg-
islature. An accountability bill was passed by the Legislature but
the Governor vetoed it. A school funding bill was also passed
which essentially makes the current system permanent by remov-
ing the sunset clauses on the current methodology for calculating
the per pupil cost and on the Uniform Education Property Tax.
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On September 5, 2001, the Plaintiffs filed a motion in the Supreme
Court challenging the adequacy of the state’s compliance with the
Court’s prior rulings and seeking an Order requiring the Legisla-
ture to enact a new school funding system by June 3, 2002. The
Attorney General’s Office filed an objection to the Plaintiffs’ motion
on October 5, 2001, and has asked the Court to close the case. On
December 4, 2001 the Supreme Court issued an Order dismissing
some of the Plaintiffs’ claims without prejudice to be brought in
the Superior Court and allowing further briefing by each side and
oral argument on the issue of whether it should invoke its con-
tinuing jurisdiction to determine if the state had defined an ad-
equate education. Both sides filed briefs on December 21, 2001, on
this issue with the Plaintiffs arguing that the Court should invoke
its jurisdiction and the state arguing that it should not. Oral ar-
gument was held on January 3, 2002, on this issue.

On January 7, 2002, the Supreme Court issued an Order invoking
its continuing jurisdiction and requesting briefs on the issues of
whether standards of accountability must be established by the
state to meet its constitutional requirement of providing an ad-
equate education and whether the existing system satisfies this
obligation. On February 1, 2002, both sides filed briefs on these
issues. The Plaintiffs argued that the State had no established
standards of accountability to ensure that schools were providing
adequate education and had no mechanisms in place to require
schools to do so. The state argued that the current school ap-
proval standards combined with the state’s assessment tests in the
31, 6™ and 10" grades were more that adequate to meet the con-
stitutional requirement.

On April 11, 2002, the Supreme Court issued a Decision finding
that accountability is an essential component of the state’s duty to
provide an adequate education and finding that the existing statu-
tory system has deficiencies that are inconsistent with the state’s
duty. The Court found that the state has not provided a sufficient
mechanism to require that school districts actually provide an
adequate education. The Court held that the state needs to do
more work to fulfill its duty and to incorporate meaningful ac-
countability in the education system. No time line was estab-
lished in the Decision under which the executive and legislative
branches must create standards of accountability. It is expected
that the matter will be debated during the 2003 Legislative Session
but no legislation has been proposed at this time.

DEPARTMENT OF REVENUE

The Department of Revenue is involved in the following cases
involving the administration of taxes:

INTEREST AND DIVIDENDS TAX
Smith, et al. v. Department of Revenue Administration

A consolidated action against DRA in which the taxpayers chal-
lenged the constitutionality, under both the State and Federal Con-
stitutions, of the interest and dividends tax law in effect from 1989
through June 30, 1994 was tried in the Merrimack County Supe-
rior Court in June 2000. That trial resulted in a judgment rejecting
the Plaintiffs’ broad claims for in excess of $100 million and or-
dered the state to provide Plaintiffs with a refund of taxes paid on
interest and dividends received from out-of-state instruments only.

The Plaintiffs appealed the Superior Court’s Order to the New
Hampshire Supreme Court, claiming that a refund is due for taxes
paid on interest received from a broader range of financial instru-
ments. The state cross-appealed, contending that no refund is
required. The Supreme Court accepted both appeals.. The Plain-

tiffs filed their brief on January 28, 2002, arguing that they should
receive refunds for the broader range of financial instruments.
The state filed its brief on April 5, 2002, arguing that the Superior
Court was correct in finding that the Plaintiffs should only receive
refunds on interest and dividends received from out-of-state bank
instruments. On November 25, 2002, the New Hampshire Su-
preme Court's Order finding that refunds should only be made to
taxpayers who paid the interest and dividends tax on out of state
bank instruments. Based on this Decision, the state will refund
approximately $3.5 million within the next six months. The Plain-
tiffs are considering whether to appeal the decision to the United
States Supreme Court. They will have ninety days to file such an
appeal. The state has recognized this liability on the government
wide financial statements.

BUSINESS PROFITS TAX

General Electric v. Department of Revenue Administration

This is an appeal by General Electric from a decision by the De-
partment of Administration. In this appeal, GE claims that the
dividends received deduction allowed under RSA 77-A:4, IV
should be invalidated because the statute discriminates against
the foreign commerce in violation of the commerce clause of the
United States Constitution and results in unfair taxation out of
proportion to GE’s activities in New Hampshire in violation of the
Due Process and Commerce Clauses of the U.S. Constitution. If
this issue is resolved in GE’s favor, the Department would be
required to refund $3.2 million to GE. As this case was recently
filed, the state has not had time to answer. It is not possible to
predict the outcome of this case at this time.

LEGACY AND SUCCESSION TAX

A number of challenges have been raised concerning the consti-
tutionality of the Legacy and Succession tax, RSA 86:6. The De-
partment has six petitions for redetermination or reconsideration
at the hearing level, two appeals in probate court and an appeal
in the Supreme Court-all challenging the constitutionality of the
Legacy and Succession tax. The appeal to the Supreme Court has
been accepted. A briefing schedule has not yet been issued. If the
Court were to find the Legacy and Succession tax unconstitutional
in these cases, this would result in losses to the state in excess of
$2.0 million. The Legacy and Succession tax brings in $35 million
to $50 million per year. It is not possible to predict the outcome
of these cases at this time.

OTHER LITIGATION

The state, its agencies and employees are defendants in
numerous other lawsuits. Although the Attorney General is
unable to predict the ultimate outcome of these suits, in the
opinion of the Attorney General and the Commissioner of
Administrative Services, the likelihood of such litigation
resulting, either individually or in the aggregate, in final
judgments against the state, which would materially affect its
financial position, is remote. Accordingly, no provision for
such ultimate liability, if any, has been made in the financial
statements.

15. SUBSEQUENT EVENT

In August 2002, the state issued $59.5 million of general obliga-
tion capital improvement and refunding bonds. The interest rates
of these 20-year serial bonds range from 3.0% to 5.0%.
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STATE OF NEW HAMPSHIRE
BUDGET TO ACTUAL (NON-GAAP BUDGETARY BASIS) SCHEDULE
GENERAL FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

(expressed in thousands)

General Fund

Budgeted Amounts

NEW HAMPSHIRE 65

Actual Variance with Final
(Budgetary Budget-Positive
Original Final Basis) (Negative)
REVENUES
General Property TAXES...........ocveeeurireereeseeenns 450 $ 450 413 % (37)
SPECIAI TAXES.....eeereeeeeeeeeeeseseeee oo es e 887,551 898,472 844,040 (54,432)
PEISONAI TAXES. .. veeveeeeereeeereereereereeieeereseseneens 61,178 61,178 60,254 (924)
BUSINESS LICENSE TaAXES...eveveeeeerereeereeeeeereennn, 19,161 19,261 17,629 (1,632)
NON-BUSINESS LiCENSE TaXES....e.ovrevreereereereereeeens 66,189 67,008 79,727 12,719
FEES. v teeeeeeteeeeeeee et ettt s en e 107,636 102,788 93,895 (8,893)
Fines, Penalties and INterest...........ovvererereerenn. 20,301 19,301 19,697 396
Grants from Federal Government 895,367 1,064,161 950,212 (113,949)
Grants from Private and Local Sources................ 115,163 144,845 140,097 (4,748)
RENLS NG LEASES......vevrereeeeereereereereeereesereneens 6,324 6,507 6,271 (236)
Interest Premiums and Discounts......................... 2,753 3,613 5,131 1,518
Sale of Commodities 4,847 5,323 10,845 5,522
SAlE Of SEIVICES. ... eeieeveeeeeeeeeeeeeeeeeeeeseeer e 73,033 75,725 83,556 7,831
ASSESSITIENES ... eeeeesresreseeeseesessessessessens 19,705 24,531 22,478 (2,053)
Grants from Other AGeNCies...........cccoooveeveereenne., 83,784 93,948 87,192 (6,756)
MISCEIIANEOUS ... eeeeee e eee e 72,770 63,026 77,285 14,259
TOtal REVENUES........veeeeeeeeeeeeeeeeeeeeereeeeeseeon 2,436,212 2,650,137 2,498,722 (151,415)
EXPENDITURES
General GOVEIMMENL...........ccoveveeeeerreeseeerseen. 212,903 233,576 224,818 8,758
Justice and Public Protection............cocovvvvveen. 273,217 318,786 292,377 26,409
Resource Protection and Developnent................. 153,917 169,854 128,056 41,798
TIANSPOIALON. ... seese e 8,509 12,072 9,935 2,137
Health and Social SerViCes.........oovovvevrreeresreen. 1,369,923 1,491,907 1,441,702 50,205
EQUCALION. ... v er s eeeneens 397,999 447,342 331,861 115,481
DEDE SEIVICE cv.vvereeeeeeeeeee e eeeer e e see s 76,815 76,815 76,815
Capital Outlays.............. 34,372 34,372 34,372
Total EXPEnditures .........cccoeeveeereeeeeseersereenes 2,527,655 2,784,724 2,539,936 244,788
Excess (Deficiency) of Revenues
Over (Under) EXpenditures..............cocoveevenne. (91,443)  (134,587) (41,214) 93,373
OTHER FINANCING SOURCES (USES)
Operating Transfers IN..........ocooooveeeererreerereeenn. 80,325 87,624 87,624
Operating Transfers Out .........coccceeeiiiiieiniiieens (113,790) (113,811) (113,811)
MISCEIIANEOUS ..o ee e e ee e eee e e 5,289 5,289
Total Other Financing Sources (Uses)............. (33,465) (20,898) (20,898)
Excess (Deficiency) of Revenues
and Other Sources Over (Under)
Expenditures and Other USes..............co......... (124,908)  (155,485) (62,112) 93,373
Fund Balance - JUIY L....ccoocconmrveoerreenereoenneennns 351,093 351,093 351,093
226,185 $ 195,608 $ 288,981 $ 93,373

Fund Balance - June 30

The Notes to Required Supplementary Information are an integral part of this statement.

See Independent Auditor's Report.
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STATE OF NEW HAMPSHIRE

BUDGET TO ACTUAL (NON-GAAP BUDGETARY BASIS) SCHEDULE

HIGHWAY FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2002

(expressed in thousands)

Highway Fund
Budgeted Amounts
Actual Variance with Final
(Budgetary Budget-Positive
REVENUES Original Final Basis) (Negative)
BUSINESS LICENSE TAXES......oeveveeeerereeeeeeeseeeeseseeseseeeeen 144375 $ 144221 $ 141,801 $ (2,420)
Non-Business License Taxes 68,367 68,367 67,909 (458)
FEOS oo, 16,065 16,065 15,706 (359)
Fines, Penalties and Interest 457 457 729 272
Grants from Federal GOVErNMENt.............cocovvevreeeeennns. 146,507 182,611 153,049 (29,562)
Grants from Private and Local Sources...............c.co........ 9,046 6,948 10,695 3,747
Interest Premiums and DiSCOUNS.............cccovuevevereeueeanns. 5,000 1,881 1,881
Sale of Commodities 160 160 174 14
SAIE Of SEIVICES.......ceeeeeeeeeeeeeee e e 19,626 19,561 19,231 (330)
ASSESSIMENES.......evevvereeeeteeereeeeees s eeeseeeeees e et enes e ennen 328 328 (2 (330)
Grants from Other AGENCIES...........c.ocevereeeeeeerereerneen. 854 882 711 (171)
MISCEIIANEOUS. ... oo, 223 5,223 7,272 2,049
TOtAl REVENUE ... 411,008 444,823 419,156 (25,667)
EXPENDITURES
TrANSPOMALON. ......ceeeeeeceeeeeeeeee e eeeee e eneseenees 238,282 246,201 236,260 9,941
Debt Service...... 5,648 5,648 5,648
Capital Outlays 176,741 176,741 176,741
Total EXPENTItUNES. ........ceeeeeeeeeeeeeee oo 420,671 428,590 418,649 9,941
Excess (Deficiency) of Revenues
Over (Under) EXpenditures.............cocooveveveeerceeesereennnn. (9,663) 16,233 507 (15,726)
OTHER FINANCING SOURCES (USES)
Operating Transfers OUL ...........cocceceeeereeeseeeeeeseeeeeeen (1,612) (1,612)
MISCEIIANEOUS. ... oo, 1,767 1,767
Total Other Financing Sources (USES)............cccvvueen... 155 155
Excess (Deficiency) of Revenues and Other
Sources Over (Under) Expenditures and Other Uses... (9,663) 16,388 662 (15,726)
Fund Balance - July 1 119,163 119,163 119,163
Fund Balance - JUNE 30.......c.oiueueeeeeeeeeeeseseeseeseeneeeeenan 109,500 $ 135551 $ 119,825 $ (15,726)

The Notes to Required Supplementary Information are an integral part of this statement.

See Independent Auditor's Report.
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STATE OF NEW HAMPSHIRE

BUDGET TO ACTUAL (NON-GAAP BUDGETARY BASIS) SCHEDULE
EDUCATION FUND

FOR THE FISCAL YEAR ENDED JUNE 30, 2002

(expressed in thousands)

Education Fund

Budgeted Amounts

Actual Variance with Final
(Budgetary Budget-Positive
Original Final Basis) (Negative)
REVENUES
General Property TaXES......oocuvveirieieeiniieeeiiiee e $ 501,900 $501,900 $ 501,291 $ (609)
Special Taxes........ 255,230 255,230 239,663 (15,567)
Personal Taxes 24,810 24,810 23,968 (842)
MISCEllANEOUS........cceviiiiiiiieee e 40,000 40,000 40,000
Total REVENUE........ccoiiiiiiiiee e 821,940 821,940 804,922 (17,018)
EXPENDITURES
General GOVEIrNMMENt..........cocviiiiiiiee e 5,000 661 661
EdUCALION. ...ttt 882,630 882,630 882,192 438
Total EXpendituresS.........ccooveiviiiiieeiiiee e 887,630 883,291 882,853 438
Excess (Deficiency) of Revenues
Over (Under) EXpenditures.........cccocveeeeiiieeeiiiieeesiieeenne (65,690) (61,351) (77,931) (16,580)
OTHER FINANCING SOURCES (USES)
Operating Transfers IN.........ccoceiiieni e 113,790 113,811 113,811
MISCEllANEOUS........cceviiiiiiiieee e 21
Total Other Financing Sources (Uses) 113,811 113,811 113,811
Excess (Deficiency) of Revenues and Other
Sources Over (Under) Expenditures and Other Uses... 48,121 52,460 35,880 (16,580)
Fund Balance (Deficit) - July 1....ccccooiiiiiiiiiiiiiiece e, (48,121) (48,121) (48,121)
Fund Balance (Deficit) - June 30 $ - $ 4339 $ (12,241) $ (16,580)

The Notes to Required Supplementary Information are an integral part of this statement.
See Independent Auditor's Report.
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Note to the Required Supplementary Information - Budgetary Reporting
FOR THE FISCAL YEAR ENDED JUNE 30, 2002

RECONCILIATION OF BUDGETARY TO GAAP

The state’s biennial budget is prepared on a basis other than GAAP. The “actual” results columns of the Budget and Actual — Non-
GAAP budgetary statements are presented on a “budgetary basis” to provide a meaningful comparison to budget.

The major differences between the budgetary basis and the GAAP basis are:
1. Expenditures are recorded when cash is paid or committed (budgetary), rather than when the obligation is incurred (GAAP).
In addition, revenue based on these accruals is adjusted on a GAAP basis only.
2. On a GAAP basis, major inter-agency and intra-agency transactions are eliminated in order to not double count revenues
and expenditures.

The following schedule reconciles the General and Special Revenue Funds of the primary government for differences between
budgetary accounting methods and the GAAP basis accounting principles for the year ended June 30, 2002 (expressed in thousands).

General Highway Education
Fund Fund Fund
Excess (Deficiency) of revenues and
other financing sources over (under)
expenditures and other financing
uses (Budgetary Basis) $ (62,112)($ 662 |$ 35,880

Adjustments and Reclassifications:
To record Accounts Payable 16,762 1,688
and Accrued Payroll

To record Accounts Receivable 52 (121) (66,125)
and Deferred Revenue

To record Other Financing 29,926 34,584
Sources

Excess (Deficiency) of revenues and
other financing sources (under)
expenditures and other financing
uses (GAAP)* $ (15,372)|% 2,229 |$ 4,339

*Includes Change in Inventory reserves for General and Highway, $208 and $1,767 respectively.
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Non - Major Governmental Financial Statements

Special Revenue Fund: Fish and Game Fund: The
operations of the state Fish and Game Department, including the
operation of fish hatcheries, inland and marine fisheries, and wildlife
areas, and functions related to law enforcement, land acquisition,
and wildlife management and research, are financed through the
Fish and Game Fund. Principal revenues of this fund include fees
from fish and game licenses, the marine gas tax, penalties, and
recoveries, and federal grants-in-aid related to fish and game
management, all of which are appropriated annually by the Legislature
for the use of the Fish and Game Department.

Capital Projects Fund: used to account for certain capital
improvement appropriations which are or will be primarily funded
by the issuance of state bonds or notes, other than bonds and notes
for highway or turnpike purposes, or by the application of certain
federal matching grants.

Permanent Funds:

NH Hospital: The NH Funds consist of several trust fund that
were made expressly for the benefit of patients at the NH Hospital
through various bequeathals.

Land Conservation Endownment: The Land Conservation
Investment Program (LCHIP) is responsible for monitoring the

condition and status of 80 state-held conservation easements acquired
by the LCHIP.

Other: : The other cagtegory consists of several account that report
resources that are legally restricted to the extent that only earnings,
and not principal, may be used for purposes that benefit the state or
its citizenry. They include: Harriet Huntress, Hattie Livesey, John
Nesmith, Special Teachers Comp., Catastrophic Illness, Sam Whidden
Trust, Ben Thompson, and the Guy Thompson Memorial.



STATE OF NEW HAMPSHIRE
COMBINING BALANCE SHEET

NON - MAJOR GOVERNMENTAL FUNDS

JUNE 30, 2002
(Expressed in Thousands)

ASSETS

Cash and Cash Equivalents ............ccccccenee.
Investments
Receivables (Net)........ccccevviiiiiiieiiiiece e
INVENLOMIES. ....veiiiiiiieeeeee e

Total ASSEtS....uvveveeeeeeiiiiieeeee e

LIABILITIES
Accounts Payable...........cccccvniiiiiiiiiennnen.
Accrued Payroll.........ccccovieiiniieiiiiicce,
Deferred Revenue ...........cccccovvveeiicieieennnne.
Total LiabilitieS........cccccevviieiiiiiiien.
FUND BALANCES
Reserved for Encumbrances..............c........
Reserved for Inventories............cccceevvveeen.
Reserved for Unexpended Appropriations..
Reserved for Permanent Trust ...................
Unreserved, Undesignated (Deficit)............
Total Fund Balances ...........cccoccueenee.
Total Liabilities and Fund Balances ....

Permanent Funds

Land

Fish & NH Conservation Other Total Total
Game Capital Hospital Endowment Permanent Permanent Non-Major
$ 8574 $ 46,014 $ 561 $ 561 $ 55,149
4563 $ 2,346 $ 1,926 8,835 8,835
1,336 5,327 6,663
562 562
$ 10472 $ 51341 $ 5124 % 2,346 % 1,926 $ 9,396 $ 71,209
$ 458 $ 8,257 $ 8,715
368 368
2,036 2,036
826 10,293 11,119
1,233 46,148 47,381
562 562
5,255 147,028 152,283
$ 5124 3 2,346 $ 1,926 $ 9,396 9,396
2,596 (152,128) (149,532)
9,646 41,048 5,124 2,346 1,926 9,396 60,090
$ 10472 $ 51341 $ 5124 $ 2,346 % 1,926 $ 9,396 $ 71,209
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STATE OF NEW HAMPSHIRE

COMBINING STATEMENT OF REVENUES
EXPENDITURES AND CHANGES IN FUND BALANCES

NON-MAJOR GOVERNMENTAL FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2002

(Expressed in Thousands)

Permanent Funds

Land Total
Fish & NH Conservation Other Total Governmental
REVENUES Game Capital Hospital Endowment Permanent Permanent Funds
BUSINESS LICENSE TaXES.....ceiriirieeiiiieeeiieeeeeiieee e 50 $ 50
Non-Business License Taxes.........ccoccvvvevvrieneenennenn, 7,643 7,643
S ————— 1,443 1,443
Fines, Penalties and Interest.............ccoovevveiiieeininenn, 172 172
Grants from Federal Government 4,845 $ 32,447 37,292
Grants from Private and Local Sources.............cc........ 222 155 377
Interest, Premiums and DiSCOUNTS...........cccoceeeiieeinnnns 183 17 $ 202 % 116 $ 53 $ 371 571
Sale of CommOdities.........cooiueiiiiiiieiiiiee e 346 346
Grants from Other Agencies.. 488 488
MiISCEllaNEOUS........coiiiiiiiiiie e 498 382 9 26 417 915
Total REVENUES.........ccoiiiiiiiiicecee e 15,890 32,619 584 125 79 788 49,297
EXPENDITURES
Current:
Resource Protection and Development...................... 15,002 138 138 15,140
Health and Social Services 875 202 1,077 1,077
DEDt SEIVICE. ....coiiiiiiiiieie e 297 297
Capital OULIAY........c.eeieiiiieiie e 1,473 76,464 77,937
Total EXPendituresS.........cooueveeiiieiieiee e 16,772 76,464 875 138 202 1,215 94,451
Excess (Deficiency) of Revenues
Over (Under) Expenditures...........c.ccoevvveeiiiiiieiinens (882) (43,845) (291) (13) (123) (427) (45,154)
OTHER FINANCING SOURCES (USES)
Operating Transfers IN ... 806 806
Operating Transfers OUL..........cccocceviieiiieiiie e (2,552) (2,552)
Repayment of BANS..........ccooiiiiiiiieeee (50,000) (50,000)
Proceeds and Premiums from Issuance of Bonds........ 103,340 103,340
Total Other Financing Sources (US€S).........cccccveeveunen. 806 50,788 51,594
Excess (Deficiency) of Revenues and Other Sources
Over (Under) Expenditures and Other Uses............... (76) 6,943 (291) (13) (123) (427) 6,440
Fund Balances - JUly 1 .......cccoeiiiiiiiiiiiee e 9,763 34,105 5,415 2,359 2,049 9,823 53,691
Change in Reserve for Inventory.........c.ccccoovevieeiinennns (41) (41)
Fund Balances - June 30..........ccceverienieniienenieneeeens $ 09646 $ 41,048 $ 5124 $ 2,346 $ 1926 $ 9,396 $ 60,090




Fiduciary Funds

Pension Trust Fund

The New Hampshire Retirment System consists of a cost-sharing
multiple-employer contributory pension plan (Pension Plan) and
trust established in 1967 by RSA 100:A:2 and is qualified as a tax-
exempt organization under Sections 401(a) and 501(a) of the Inter-
nal Revenue Code and a post-retirement medical plan (Medical
Plan).

Pension Plan: the pension plan is a contributory, defined ben-
efit plan providing service, disability, death and vested retirement
benefits to members and their beneficiaries. Substantially all full-
time state employees, public school teachers and administrators,
permanent firefighters and permanent police officers within the State
of New Hampshire are eligible and required to participate in the
System. Full-time employees of political subdivision, including
counties, municipalities and school districts, are also eligible to
participate as group if the governing body of the political subdivi-
sion has elected participation.

Post Retirement Medical Plan: Pursuant to RSA 100-A:50
and RSA 100-A:53-a, the New Hampshire Retirement System also
provides a postretirement medical plan to certain members. The
maximum monthly subsidy effective as of July 1, 2002 for eligible
members (and beneficiaries) not elible for Medicare is $255.60.
For those eligible for Medicare, the maximum monthly subsidy is
8161.19. The monthly maximum premium is increased each July 1
by 8%. The System subsidy generally covers the retired member's
spouse and any of the retired member's certifiable dependent chil-
dren with a disability.
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STATE OF NEW HAMPSHIRE

COMBINING STATEMENT OF PLAN NET ASSETS
PENSION TRUST FUNDS

JUNE 30, 2002

(Expressed in Thousands)

Pension Trust Funds

Post
Retirement
Pension Medical
ASSETS Plan Plan Total
Cash and Cash EQUIVAIENTS...........ccccueuerieeeeereseseennes 2517 $ 316 $ 2,833
Cash Collateral on Security Lending..........ccccoevevvevevevevrnennnn, 304,606 38,265 342,871
TOtAl CASN......ceeivieeeeceeeeceee ettt 307,123 38,581 345,704
Receivables:
Due from EMPIOYETS. ........ccveveveeeveeeeeeeeeeeeeeeeseeeeesen e 4,620 4,620
DUE fTOM SEALE ...t ee oo ee e 4,207 4,207
Due from Plan MemMDBErS...........covieoeeeeeeeeeeeeeeeeeeeeeeeeee, 7,636 7,636
Due from Brokers for Securities Sold...........ccooeeveveeeveerennn. 142,031 17,842 159,873
Interest and DIVIAENAS..........c.ccveveeeeeeeeeee e 13,987 1,757 15,744
1,607 202 1,809
Total RECEIVADIES. ......veeveeee oo 174,088 19,801 193,889
INVESIMENES. ...t e e ee e ee et ee e e eeen e, 3,474,227 436,434 3,910,661
OUhEI ASSELS. ...t ee e 967 122 1,089
TOLAl ASSEES ... et 3,956,405 494,938 4,451,343
LIABILITIES
Securities Lending Collateral..............coovvevvieeeeeeeseenieennn, 304,606 38,265 342,871
Management Fees and Other Payables..............ccccccvevvnnene. 5,659 711 6,370
Due to Brokers for Securities Purchased.............ccoccccoeveunn.... 147,143 18,484 165,627
Total Liabilities. ..o 457,408 57,460 514,868
Net Assets Held in Trust for Benefits & Other Purposes..... $3,498,997 $ 437,478 $3,936,475




STATE OF NEW HAMPSHIRE
COMBINING STATEMENT OF CHANGES
IN PLAN NET ASSETS
PENSION TRUST FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2002
(Expressed in Thousands)
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Post
Retirement
Pension Medical Total
ADDITIONS Plan Plan Plan
Contributions:
=007 o1 (oY TR $ 46573 $ 20466 $ 67,039
State Contributions on Behalf of Local EmpIOyers............c.ccoeveveverevennne. 10,985 5,492 16,477
Total Employer CONtribULIONS. ..........cccoveveeeeeeeeeeeee e 57,558 25,958 83,516
PlAN MEMDET. ...t 103,211 103,211
Post Retirement Medical Plan Contributions on Behalf of Employers..... 25,958 25,958
TOtal CONLIDULIONS. ... ...t 186,727 25,958 212,685
Investment Income:
From Investing Activities:
Net Depreciation in Fair Value of INVeStMents...............cccceveveveeeevevenenn. (396,095) (47,453) (443,548)
IIEEIEST. ... vevevee ettt e ettt ettt ettt ee et e et et ese et et ete s s eteseneas 64,428 7,719 72,147
Dividends................. 28,845 3,456 32,301
Timberfund Income (154) (18) (172)
Alternative INVeStMENt INCOME............oowieeeeeeeeee e eeee e ee e 1,092 131 1,223
Commercial Real Estate Operating INCOME...........c...cceveeveveeeeeeeeeeenennns 36,475 4,370 40,845
Total LosS from INVEStNG ACHVItIES. ........c.oeeeieeeeeirereeeeeesesesesesesennan (265,409) (31,795) (297,204)
Less: Investment Activity Expenses:
Investment Management FEES. ..........ccvievieeieeeeeeeee et 23,385 2,802 26,187
CUSIOAIAI FEES.......cvevvvieiceceeteeeee ettt 356 43 399
INVESIMENE AQVISOT FEES......o.eeeeee et 369 44 413
Total Investment ACtiVity EXPENSES..........cceveeeeveveuereieeeeereeesseereeenenenns 24,110 2,889 26,999
Total Net Loss from Investing Activities (289,519) (34,684)  (324,203)
From Securities Lending Activities:
Security LeNdiNG INCOME.........coiiiiieeieeeeeeeee et e 9,719 1,164 10,883
Less: Security Lending Borrower REDates............cccocvevveveeseeereeeeseeeeens 7,962 954 8,916
Less: Security Lending Management FEES.............cocoeveeeeeveeecneenennn, 527 63 590
Net Income from Securities Lending ACtIVItIes............ccccoeveveevvieiveneeas 1,230 147 1,377
Total Net INVESTMENt LOSS.......veuiveeeeceeeeeeeeeeeeeeeseeeseseeessienenis (288,289) (34,537)  (322,826)
AdMINISIrAtiVE ASSESSMENL. ... .ceeieeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e e see e seeeee e 308 37 345
OBt ee e e 1,586 190 1,776
TOtal AQItIONS . ....veeeeeceeeeeeeeee e (99,668) (8,352)  (108,020)
DEDUCTIONS
Benefits/Distributions to PArtiCipants...........c.c.ceveevreeeeeeieseeeseeseesenseenn, 224,412 24,009 248,421
Refunds of Contributions 15,278 15,278
Administrative Expense.............. 4,263 511 4,774
Post Retirement Medical Plan Contributions to Pension
Plan on Behalf of EMPIOYETS........c.c.cveeviveeieeeeeeeeeeeeeeeeeeeeee e 25,958 25,958
PrOfESSIONAI FEES...... oot ee s 389 47 436
(011 T=Y SRR 811 97 908
TOtAl DEAUCTIONS ...ttt eeer s s eeen s enenenenens 245,153 50,622 295,775
NEt ASSEL TFANSTES ....vvveviceceeeeieeeecee ettt aes s neneesesns (160,374) 160,374
NEt INCIEASE/(DECTEASE).......e.eeeeeeeeeeeeeeeeeeeeeeee e e et ee s (505,195) 101,400 (403,795)
NET ASSETS HELD IN TRUST FOR BENEFITS
BegiNNNG OF the YEAI.........c.ceuieeeeeeeeeeeeeeee ettt en s e 4,004,192 336,078 4,340,270

BN OF thE Y Attt ettt ettt ettt ettt ee ettt ee e e eaeeeeteeeeeeeeeeeans $3,498,997 $ 437,478

$ 3,936,475
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Private - Purpose Trust Funds

Special Fund for Second Injuries- The special fund for active cases
was established to compensate for injuries causing total disability to work-
ers except for those injuries for which the worker is entitled to benefits
under the fereral social security act. Each carrier and self-insured em-
ployer is assessed an amount to be paid into the fund by the state based
on a formula specified by statute. Reimbursements for compensable pay-
ments made by insurance carriers and self-insured employers are made
Sfrom this fund upon application from such parties in accordance with rules
established by the Labor Commissioner.

NH Veterans Home - The NH Veterans Home has two funds. The
Members Administration Account is maintained by the home to receive,
hold and disburse residents' money according to the direction of the resi-
dent. Each resident has an Administrative Account within the Members
Administrative Account where monthly income such as Social Security
payments and veteran's benefits, is deposited and room and board (mem-
bers' excess income) and other member-determined expenditures are made.
The other Fund is the Benefit Account whose purpose is to provide needed
items for the care, comfort, and safety of residents. The fund consists of
donations from individuals and organiztions and accrued earnings and
interest.

College Savings - The purpose of the College Savers Trust is to provide
scholarships for the benefit of residents of the state pursuing programs of
study at eligible educational institutions within the state. The scholarship
program will be funded from a portion of the administrative proceeds of
New Hampshire's UNIQUE College Investing Plan. The scholarships will
be granted based on need and merit, and the Commission will develop the
specific criteria for granting scholarships and the amounts.

Other: The other category consists of several accounts whose trust ar-
rangements provide principal and income to benefit individuals, private
organizations or other governments. They include: Prison Funds, Laconia
State School, Japanese Charitable Trust, Youth Development Center, Ru-
ral Rehab. Corporation, Mathew Elliott Trust, and the Youth Development
Center Funds.
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STATE OF NEW HAMPSHIRE

COMBINING STATEMENT OF NET ASSETS -
PRIVATE - PURPOSE TRUST FUNDS

JUNE 30, 2002

(Expressed in Thousands)

Private-Purpose Trust Funds

Special Fund For NHVeterans College Total
Second Injuries Home Savings Other Private-Purpose
ASSETS
Cash and Cash Equivalents....................... $ 3,916 $ (112) $ 390 $ 4,194
Other Receivables..........cccccooviiiiiiiiniiinens 112 112
INVESIMENTS......cviierieieeiereece e 968 $ 1,543 348 2,859
Total ASSELS......ccveeeeireececeieeeee e 3,916 856 1,543 850 7,165
LIABILITIES
Other Liabilities.........cccccooeeiieeieiiiiiieeceeee 43 43
Total Liabilities..........ccccceeeeeiiiieeiennnns 43 43

Net Assets Held in Trust for Benefits
& Other PUrPOSES.........coveveveeeiecniinns $ 3916 $ 856 $ 1543 $ 807 $ 7,122
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STATE OF NEW HAMPSHIRE

STATEMENT OF CHANGES IN NET ASSETS -
PRIVATE-PURPOSE TRUST FUNDS

FOR THE FISCAL YEAR ENDED JUNE 30, 2002

(Expressed in Thousands) )
Private Purpose Trust Funds

Special Fund For NH Veterans College Total
ADDITIONS Second Injuries Home Savings Other Private Purpose
Contributions:
From PartiCipants...........c.cceveveeeevereeeeenesseeeens $ 5629 $ 3,704 $ 2441 3 11,774
From Gifts, Bequests, and Endowments............ $ 1,001 1,091
Total ContribUtioNS.........c.ccoeoveveeeeieeeceeeeeenna. 5,629 3,704 1,001 2,441 12,865
INterest INCOME........ccooveviiuiiieiicieereeeee e 66 30 6 17 119
ORI ...t 5 423 428
Total AdditionS.......c.coeeeeveeieeeeeeeee e, 5,695 3,734 1,102 2,881 13,412
DEDUCTIONS
Benefits/Distributions to Participants.................... 4,525 3,824 90 183 8,622
OFNEI ...ttt 192 2,950 3,142
Total Deductions 4,525 3,824 282 3,133 11,764
Net INCrease/(DEeCrease).........cccovevveveveeeerreeenenns 1170 (90) 820 (252) 1,648

NET ASSETS HELD IN TRUST FOR BENEFITS

& OTHER PURPOSES
Beginning of the Year.........cccccvevevee e, 2,746 946 723 1,059 5,474
ENd Of the YEar.......ccooevvvevieeceeceeee e $ 3916 % 856 $ 1543 $ 807 $ 7,122
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Agency Funds

Deferred Compensation Withholdings: The Deferred Compensation Plan is a benefit of-
fered to full-time State of New Hampshire employees. Deferred Compensation funds are withheld
for employees using payroll deductions. An account is maintained as a pass through account for
the Deferred Compensation , monies are transferred there temporarily and a check is cut from the
pay system and wired to Aetna.

Unified Court System: These funds are litigation accounts. When party sues another party
funds are held in the Judicial Branch Trust Funds until a judgement is made. These trust funds
are classified by the court; Superior, Probate, District and Family Division, and have several
account types within each court.

Child Support Funds: There are currently six funds reported under the child support funds.
The Payroll account has the most activity and resulted from the transfer of activity from the
Department of Probation to the Division of Human Services (Welfare) in 1981. This account
includes the checking account for the dollars received and disbursed on behalf of those receiving
Child Support. The revolving fund was established to make timely payment of certain child support.
The revolving fund was established to make timely payment of certain child support enforcement
services costs. The purpose of the child support enforcement program is to obtain from responsible
parents reimbursement of financial assistance provided their dependent children. The lockbox
accounts are used to manage the billing, collection and telecommunication system operated on the
automated child support system. The other two funds are used for collections relation to Juvenile
Services restitution cases and court repayment of lawyers fees.

Nuclear Decommissioning Fund: The fund was established to accumulate monies necessary
to defray the costs of decommissioning the Seabrook nuclear power plant at the end of its useful
or serviceable life. The primary purpose being to ensure the health , safety, and well being of the
public and future generations. A Committee established by law establishes the costs of decommis-
sioning and accordingly sets the fees required to be paid into the fund by the owners of the facility.
The Public Utility Commission then allows the utility to charge its customers on a Per KW basis
the amount the utility pays into the decommissioning fund.

Maine-NH Interstate Bridge- The bridge over the Piscataqua river was inadequate to accom-
modate the traffic between the states of Maine and New Hampshire. The solution to this problem
was the construction of a new bridge. As a result, the Maine-New Hampshire Interstate Bridge
Authority was created, with the consent of the United State Congress, by entering into a compact
Jformed through the joining of the state of Maine and New Hampshire through a common g agency,
a corporation in the state of New Hampshire. The Authority has the power and authority to
construct, maintain, reconstruct and operate an interstate bridge across the Piscataqua Rever
between Kittery, Maine and Portsmouth, New Hampshire, and it's approach roads.

Other: The other category consists of several accounts whose assets and liabilities for deposits
and investments have been entrusted to the state as an agent for others. The following make up this
category, Glencliff Home, Financial Responsibility, Dissolution of Corporations, Employee US
Savings Bonds, NH Tech. Student Activities, Corrections Funds, Fish & Game Lifetime Licenses,and
the Community Conservation Endowment.
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STATE OF NEW HAMPSHIRE

COMBINING STATEMENT OF ASSETS AND LIABILITIES
AGENCY FUNDS

JUNE 30,2002

(Expressed in Thousands)

Agency Funds

Deferred Unified Child Nuclear Maine-NH Other
Compensation  Court Support Decommissing Interstate Agency
Withholdings  System Funds Fund Bridge Funds Total
ASSETS
Cash and Cash Equivalents.......... $ 6463 $ 3,613 $ 168 $ 11,764
Total Investments..........cccocceeeeneee, $ 164,481 $ 4,053 1,269 169,803
Total ASSEetS...coiveeeiieeiieeeiieeene $ $ 6463 $ 3613 $ 164,481 $ 4,053 $ 2,957 $ 181,567
LIABILITIES
Custodial Funds Payable............... $ 6463 $ 3613 $ 164481 $ 4053 $ 2,925 $ 181,535
Other Liabilities.........cccccoeeieieennne 32 32
Total Liabilities..........cccccceerinnneee. $ $ 6463 $ 3613 $ 164,481 $ 4,053 $ 2,957 $ 181,567




STATE OF NEW HAMPSHIRE
COMBINING STATEMENT OF CHANGES
IN ASSETS AND LIABILITITES
AGENCY FUNDS
FOR THE FISCAL YEAR ENDED JUNE 30,2002
(Expressed in Thousands)
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Balance Balance
Deferred Compensation Withholdings July 1, 2001 Additions Deletions June 30, 2002
ASSETS
Cash and Cash Equivalents............cccocveeviiveeinennn. $ $ 10,748 $ 10,748 $
LIABILITIES
Custodial Funds Payable.............cccccoovveiiiieeninne, $ $ 10,748 $ 10,748 $
Unified Court System
ASSETS
Cash and Cash Equivalents...........ccccooouieeeeiniinneen. $ 6922 $ 17364 $ 17823 $ 6,463
LIABILITIES
Custodial Funds Payable.............cccccooieiiiiiininnenn, $ 692 $ 17364 $ 17823 $ 6,463
Child Support Funds
ASSETS
Cash and Cash Equivalents..........c.cccccceerieeennennn. $ 1782 $ R244 $ 20413 $ 3,613
LIABILITIES
Custodial Funds Payable...........cccccoovivierieiiiiiinnenns $ 1782 $ Q244 $ 20413 $ 3,613
Nuclear Decommissioning Fund
ASSETS
INVESIMENTS......eviiiiiei et $ 152450 $ 23719 $ 11,688 $ 164,481
LIABILITIES
Custodial Funds Payable............ccccooiieiiiiiiienees $ 152450 $ 23719 $ 11688 $ 164,481
Maine-New Hampshire Interstate Bridge Authority
ASSETS
INVESIMENES......oviiiiicieie e $ 4695 $ 20 $ 862 $ 4,053
LIABILITIES
Custodial Funds Payable...........ccccccovvvieiieiiiiiinnens $ 4695 $ 20 $ 862 $ 4,053
Other Agency Runds
ASSETS
Cash and Cash Equivalents..........c.ccccccvevieeennennn. $ 1476 $ 7527 $ 7315 % 1,688
INVESIMENTS. ... 422 1,090 243 1,269
Total ASSELS...cvviiiiiieeeieeeee s $ 1898 $ 8617 $ 7558 $ 2,957
LIABILITIES
Other Liabilites.........ccoceeviiiiiiiie e, 21 549 538 2
Custodial Funds Payable.............cccccoovveiiiereninnne, $ 1877 $ 8068 $ 7020 $ 2,925
Total LiabilitieS.........cccouveiieiiiiiiiie e $ 1898 $ 8617 $ 7558 $ 2,957
Totals - Agency Funds
ASSETS
Cash and Cash Equivalents.............c..ccccvevveevevennans, $ 10,180 $ 127883 $ 126,299 $ 11,764
INVESTMENLES. ... 157,567 25,029 12,793 169,803
TOtAl ASSELS ..o $ 167,747 $ 152912 $ 139,092 $ 181,567
LIABILITIES
Other LiabilitieS. .. .. veeeeeeeeeeee e $ 21 $ 549 $ 538 $ 32
Custodial Funds Payable............cccccceviveiiieeneninnns 167,726 152,363 138554 $ 181,535
Total LiabilitieS........ccoveveieeeiiiiiccccccciniinns $ 167,747 $ 152912 $ 139,092 $ 181,567
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Statistics
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TABLE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GENERAL , HIGHWAY, EDUCATION, AND FISH & GAME FUNDS

FOR THE LAST TEN FISCAL YEARS

(Expressed in Thousands)

Fiscal Year Ended June 30

2002 2001 2000 1999 1998 1997 1996 1995 1994 1993
REVENUES:
General Property TaxeS..........cccoueevevernnnn, $ 501,704 $ 458,201 $ 473,706 $ 535 $ 563 $ 566 $ 408 $ 460 $ 376 $ 379
SpPECial TAXES....ceeiririeieeirieieiereeeieeeens 1,018,713 932,958 853,246 726,398 670,054 606,135 543,910 648,688 587,539 718,243
Personal Taxes...........cccoveveivevereiveesreeann, 84,222 86,350 94,987 73,765 76,091 50,421 44,498 44,013 43,703 41,161

159,480 222,651 210,432 209,470 195,182 192,608 180,363 166,090 163,151 155,487
155,279 67,068 65,954 62,817 61,218 59,253 56,868 55,931 53,824 53,407
. 111,044 107,900 101,247 99,730 84,789 81,989 84,704 71,185 68,671 63,687
Fines,Penalties and Interest...................... 20,598 28,703 29,378 26,882 28,952 26,276 25,056 28,204 26,928 22,897
Grants from Federal Government.............. 1,072,023 983,342 957,669 914,277 822,569 786,119 814,616 743,308 854,555 738,670

Grants from Private
and local Sources.. 101,093 122,584 113,093 116,154 117,707 103,298 107,368 93,269 86,685 72,293

Rents and Leases...................... . 1,612 1,190 1,430 1,553 4,960 4,832 4,673 4,320 4,305 3,856

Business License Taxes.....
Non-Business License Taxes.

Interest, Premiums and Discounts. 7,195 14,670 16,867 15,368 14,272 12,782 13,507 13,512 4,198 5,105
Sale of Commodities.................. 11,354 10,420 10,284 9,826 13,141 11,634 10,485 8,907 10,000 8,701
Sale Of SErVICES. ..o, 88,892 76,895 75,492 80,010 73,799 95,338 92,037 136,522 353,692 60,762
ASSESSMENES....o.cvveieiiierereeieeveeeeee e 17,365 20,674 22,434 16,771 16,441 15,157 14,058 13,625 13,968 17,231
Grants from Other Agencies...................... 3,241 7,631 3,252 4,636 28,852 23,273 21,971 17,305 16,633 16,737
MiSCellan@ous..........ccceveoeeeeeeeeeeeeeeeeeeen 119,336 89,012 100,159 44,037 43,270 42,056 36,565 41,455 35,104 26,302
Total REVENUES........ccueveieeeiceieieenes 3,473,151 3,230,249 3,129,630 2,402,229 2,251,860 2,111,737 2,051,087 2,086,794 2,323,332 2,004,918
EXPENDITURES:
Current:
General GOVErNMENt..........ccccveveveveeennan. 113,404 185,443 184,090 178,530 172,926 177,403 180,569 184,538 179,829 175,754
Administration of Justice
and Public Protection..........cc.ccoeeeeeviveenn. 235,774 217,222 201,162 193,291 196,322 166,614 156,330 150,774 140,429 135,073
Resource Protection
and Development...........cccvveeeveveerenenns 136,086 133,803 118,784 114,199 106,492 102,520 91,089 89,630 87,559 101,833
Transportation...........coeveveeevereerenerenenns 221,572 226,928 211,439 201,139 189,599 187,445 189,541 181,756 170,232 180,053
Health and Social Services...................... 1,351,583 1,276,100 1,210,723 1,178,090 1,115,939 1,080,933 1,094,810 1,192,346 1,315,480 1,068,500
EAUCALION. ....cvvveeeeeeccese e 1,207,517 1,044,843 1,035,386 274,297 260,400 225,547 205,425 202,192 205,767 249,928
DEDE SEIVICE....c.veveivrcveeieie e 82,759 81,390 81,228 78,730 74,293 75,461 74,754 65,131 63,939 59,842
Capital Outlay..........cc.ccoeverrverrirereiieieenans 212,586 179,568 185,391 155,663 133,435 125,492 102,758 90,956 102,952 101,033
Total Expenditures.............ccooeevevevennnn. 3,561,281 3,345,297 3,228,203 2,373,939 2,249,406 2,141,415 2,095,276 2,157,323 2,266,187 2,072,016
Excess (Deficiency) of Revenues
Over (Under) Expenditures.................... (88,130) (115,048) (98,573) 28,290 2,454 (29,678) (44,189) (70,529) 57,145 (67,098)
OTHER FINANCING SOURCES (USES):
Operating Transfers IN...........ccocceeeveninnnn, 86,434 335,978 402,754 237,886 224,071 236,315 198,214 347,000 427,745 166,823
Operating Transfers OUt.............coccoreeunn. (83,882) (335,002) (402,818) (244,501) (224,065) (236,442) (196,062) (347,913) (428,538) (233,492)
Operating Transfers from
Enterprise FUNAS........ccccooviveieieieieeene 148,727 136,623 137,695 132,829 124,329 117,704 106,879 99,681 103,525 93,830
Operating Transfers to
Component UNitS.........coceueeeireunincerinnnens (79,134)  (75,365)  (71,766)  (68,540)  (65,880)  (63,750)  (64,000)  (63,500)  (71,165)
Proceeds from Issuance of Bonds............. 5,130 64 34 1,447 90,506
Proceeds from Refunding Bonds............... 103,351 53,595 122,400
Payment to Refunding
Bond ESCrow Agent..........ccceueveveverenrnnnns (103,351) (53,595) (122,400)
Total Other Financing Sources (Uses).. 77,275 62,234 65,865 57,674 58,455 53,891 45,065 36,715 31,567 117,667
Excess (Deficiency) of Revenues
and Other Sources Over (Under)
Expenditures and Other Uses............... (10,855)  (52,814)  (32,708) 85,964 60,909 24,213 876 (33,814) 88,712 50,569
Fund Balances (Deficit) - July 1................. 348,517 402,653 435,041 349,855 288,946 264,733 263,857 297,671 208,959 158,390
Change in Reserve for Inventory................. 1,934 (1,322) 320 (778)
Fund Balances (Deficit) - June 30............. $ 339,596 $ 348,517 $ 402,653 $ 435041 $ 349,855 $ 288,946 $ 264,733 $ 263,857 $ 297,671 $ 208,959

Ratio of Debt Services to Total
EXPENItUIES.......ovevivevereieiereieisieeeeeseeeeeeenes 2.32% 2.43% 2.52% 3.32% 3.30% 3.52% 3.57% 3.02% 2.82% 2.89%
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TABLE OF UNRESTRICTED REVENUE
GENERAL FUND - GAAP BASIS
FOR THE LAST TEN FISCAL YEARS

(Expressed in Thousands)

BeEer TaX. .o iveiiiiiiieiicsiccrc s
Board and Care Revenue

Business Profits Tax ...

Business Enterprise Tax....
Estate and Legacy TaX.......cccooevervrveivennennes
INSUrance TaX........ccooeviviriieininie e,

Securities Revenue(1)
Interest and Dividends Tax

LIQUOT .ttt
Meals and ROOMS TaX........ccevververrieenieeninens
Parks Revenue(2)
Dog Racing.....
Horse Racing
Real Estate Transfer TaX........cccooeeveenveninens

Telephone/Communications Tax
Tobacco Tax...

Tobacco Settlement
ULIItIES TaXeiiteiiieeieeiieesiie e
Courts Fines and Fees.........ccccoceviiiiieieenns

Savings Bank Tax(3)......ccuevrvvererenineneenn
Other:
Corporate Returns..........c.cceeeveevviiiiennns
Interstate Vehicle Registrations.............
Motor Boat Registrations...
Corporate Filing Fees.....
Interest on Surplus Funds
Reimbursement of Indirect Costs...........

Miscellaneous............ccecveveiiiiiieienens
SUBLOtAL.....ceeicc

Net Medicaid Enhancement
Revenues (MER)..........cccoovvvercncnnnn

SUDLOtAL.....eiieeeie e

Other MER Transferred to/(from)

Uncompensated Care Pool..................
Total Unrestricted Revenue.............cccccce.e..

Fiscal Year Ended June 30

2002 2001 2000 1999 1998 1997 1996 1995 1994 1993
$ 12157 $ 11656 $ 12000 $ 11,783 $ 11442 $ 11366 $ 11,113 $ 11,217 $ 11,199 $ 11,182
10,692 13,333 11,953 11,196 12,966 13,992 13,628 14,439 14,006 12,772
128574 179,615 146,443 164,833 167,471 171,990 152,683 138,348 112,293 128,727
121,016 122,165 94,354 93,021 71,036 38,239 24,969 20,764 23,975
56,958 59,348 56,368 54,744 43274 40,734 33,270 38,456 32,128 31,064
76,004 66,441 50,336 62,914 54,656 57,202 50,488 42,639 43,070 48221
26,060 28,023 25,513 22,465 20,522 18,042 15,622 13,722 13,007
70,334 76,651 65,522 63,134 61,799 52,683 51,878 37,970 35,767 36,088
96,237 89,344 86,015 77,444 75,440 71,713 65,971 63,626 63,990 63,463
164,045 157,202 149,777 137,258 128,688 118984 113,369 107,501 101,418 95,398
5,205 4212 5,953 5105
1,487 1,262 1,058 1,026 1,011 2213 2,166 2,802 3,147 4,073
2,701 2,592 2,429 2,427 2,238 2,778 3,032 3,053 2,782 2,430
66,393 50,488 56,779 52,925 44,162 33,330 30,192 28971 29,221 26,837
64,663 49,045 47,794 46,219 40,134 39,253 35,519 33212 30,512 29,529
60,294 61,007 68,381 73,784 76,128 50,436 44,537 44,065 43712 41,189
5725 442
5,565 9,656 9974 10,402 17,731 17,562 17,488 17,073 19,962 21,077
23234 23,218 22,845 21,017 21,021 20,167 18,914 19,488 19,238 19,338
3,040
711 681 676 659 655 698 657 621 608 935
2377 2,602 2,860 2,858 2,795 2714 2,857 2,842 25515 2,960
1,779 1,847 1,757 1,600 1,747 1,451 1,435
3,341 3427 3,436 3,220 3,227 3219 3,003 3,042 2,997 6,562
1,250 3754 3,201 5978 2,990 181 324 2,885 1,252 2,463
5,511 4,255 4,004 4,903 5,100 4184 4,215 6,151 5,648 5,505
32,403 32,017 27,877 26,192 29,901 26,266 24,516 25,821 26,992 19,453
1,037,822 1,057,682 959,217 953090 896324 799,703 727,306 693667 646933 618,936
98,208 85,217 74,230 70,411 67,502 54,268 101,983 116614 250,400 180,059
1136030 1,142,899 1033447 1023501 963826 853971 829289 810281 897,333 798,995
16,263 12,966 12,915 15,839 9,204 43,482 (10,483) 152552 222,700
$1,152,293 $1,155865 $ 1,046362 $ 1039340 $ 973030 $ 897453 $ 818806 $ 962,833 $ 1,120,033 $ 798,995

() Beginning in FY 1994, Securities Revenues were reported separately from the Insurance Tax.
(@) Beginning in FY 1998, Park Revenue was reclassified as Restricted Revenue.
® Effective July 1, 1993, the Savings Bank Tax was repealed.



TABLE OF UNDESIGNATED FUND BALANCE

GENERAL FUND

FOR THE LAST TEN FISCAL YEARS

(Expressed in Thousands)

Balance, July 1 (Budgetary Method).........
Additions:
Unrestricted Revenue...
(1)Unrestricted Revenue - UCP
Total Unrestricted Revenue.................

Transfer from Other Funds....................
Bonds Authorized and Unissued..

Additional Sweepstakes Transfer...........
Other Credits........ccooveiieeiieeiieeeeee
Total Additions.........cccevvrverierinennens
Deductions:
Appropriations Net
of Estimated Revenues:
General Government...........c.ccceeeeeene
Administration of Justice
and Public Protection..............ccccouuee.
Resource Protection
and Development..
Transportation
Health and Social Services..................
Education..........ccccvevvnienienienieneeins

Liquor Commission.
(2)Special Fund..........cccoeevieniiennnnn.
Subtotal.......ccoociiiiiiiie
Uncompensated Care Pool..................
Health Care Transition Fund (HCTF)...
Total Appropriations Net
of Estimated Revenues..................
Less: Lapses
Lapses - HCTF..
Total Lapses

Net Appropriations. ..........c.ccceeveeeenns
Transfers to Other Funds
Other Debits
Transfer to (from) Fund Equity
Designation or Reserve Accounts.......

Total Deductions...........cccvveeeenennne.

Balance, June 30 (Budgetary Method)......
GAAP Adjustments:
Receivables.........ccccoooiiiiiiiiiiiie .

Accounts Payable and
Accrued Liabilities.........c.cocevueeiinnene
Transfer from General
to Liquor Fund.........cccevvevieninnnnne,
Transfer from General
to Special Fund.........cccooveiiieiienies
Elimination Bonds Authorized..............
Additional Transfers (to)
from Reserve Accounts..
Total GAAP Adjustments...........ccceevueeenne
Year-End Transfer to Education to cover..
Advances (Negative Cash Balance)...

Balance, June 30 (GAAP)........cccccevvueeannnns

(9 UCP =Uncompens atedCare P ool

Fiscal Year Ended June 30
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2002 2001 2000 1999 1998 1997 1996 1995 1994 1993
$136,349 $ 62,450 $119,484 $131,367 $42,638 $11,356 $ 53,769 $ 66,462 $ 76,118 $64,907
1,136,030 1,142,899 1,033,447 1,023,501 960,530 873,749 795,996 847,406 897,333 798,995

16,263 12,966 12,915 15,839 12,500 23,704 22,810 115427 222,700
1,152,293 1,155,865 1,046,362 1,039,340 973,030 897,453 818,806 962,833 1,120,033 798,995

3,358 1,787 778 2,334 1,051 1,062 3,374 692 699 806

5,130 (7,337) 1,000 3,800
8,579

247 48 214 7,541 5,348 51 436 1,054 383 1,659

1,161,028 1,157,700 1,047,354 1,050,457 979,429 898,566 822,616 964,579 1,122,115 805,260

228,190 227,278 226,440 203,368 185447 185695 175145 192,018 177,992 176,098

161,406 154,450 149,503 136,298 128,992 109,324 107,573 99,498 96,464 86,286

41,511 38,764 37,753 38,483 37,238 35071 40,256 37,479 38,931 30,942

3,399 2,920 3,034 2,882 2,935 2,845 2,886 2,710 3,117 2,799

498,534 242,393 242,442 218,549 212,160 205,796 203,716 214,601 207,651 191,721

242,657 175520 166,644 156,335 154,785 124,941 119,970 122,203 128,932 116,434

25,035 22,860 23,417 22,550 22,119 20,443 20,774 19,887 19,466 19,893

238,823 231,867 205,086 197,903 195957 195011 207,410 172,166 157,246
1,200,732 1,103,008 1,081,100 983,551 941,579 880,072 865,331 895806 844,719 781,419
16,263 12,966 12,915 15,839 12,500 23,704 22,810 115427 222,700
14,786 6,500 7,912 8,418
1,216,995 1,115,974 1,094,015 999,390 968,865 910,276 896,053 1,019,651 1,067,419 781,419
(26,179)  (33,010) (22,913) (42,794) (24,105) (25,493) (25,973) (28,614) (28,046) (25,582)
(95) (342) (485) (6,415) (790)  (12,861)

(26,179)  (33,105)  (23,255)  (43,279) (24,105) (31,908) (26,763) (41,475) (28,046) (25,582)

1,190,816 1,082,869 1,070,760 956,111 944,760 878,368 869,290 978,176 1,039,373 755,837
65 872 280 398 595 965 834 349
105 1,037 2,704 865 1,823 2,266 2,481 1,315 303

83,252 827 32,526 102,653 (55,205) (13,305) (7,122)  (4,350) 90,249 37,560
1,274,068 1,083,801 1,104,388 1,062,340 890,700 867,284 865,029 977,272 1,131,771 794,049

23,309 136,349 62,450 119,484 131,367 42,638 11,356 53,769 66,462 76,118

26,254 4,121 2,845 4,827 1,520 2,764 3,414 4,555 4132 4,563

(67,704)  (44,552)  (48,721) (62,191) (58,082) (53,199) (58,669) (56,777) (52,778) (45,246)

(3,148) (2,738)  (2,686) (3,628) (3,677) (3,180)  (2,942)  (2,523)  (2,301) (2,309)

(9,833)  (9,889) (27,488) (26,127) (29,207) (10,531) (34,133)  (2,546) (1,643)
(1,000)
(83,347) (31,004) (3,602) 38,960 13,221 35,109

(44,598) (136,349)  (58,451) (119,484) (89,968) (43,862) (55,507) (53,769) (54,493) (44,635)

(16,580)
$ (37,869) $ $ 3,999 $ $41,399 $(1,224) $(44,151) $ $ 11,969 $31,483

(2)Infis cal year 2002, thes pedd fund, whichwes us edto capture federd grants ands tate match, wes combinedwith the generd fund
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TABLE OF UNDESIGNATED FUND BALANCE

EDUCATION FUND

FOR FISCAL YEARS 1999 TO 2002

(Expressedin Thousands)

Fiscal Year Ended June 30,

2002 2001 2000 1999 Description
Balance July 1.......ccccccvvvevieeiieiiiie s $ 66,348 $124,783
Additions
Unrestricted Revenue
Statewide Property TaX..........coccveveenns 454,135 417,964 417,975 $6.60/1,000, retained locally
Statewide Property TaX........c.coceveveenns 28,987 24,194 24,150 $6.60/1,000 , not retained locally
Utility Property TaX.......cccocevevrecernnnen. 18,170 15,621 31,167 $6.60/1,000
BPT Increase.... 32,645 15,800 22,400 1% increase from 7% to 8%
BET INCrease............coceeeviiieiiiinnnenns 101,215 36,700 54,100 .25% increase from .25% t0.50%
Meals & ROOMS..........cccoovviiierieeeen, 6,604 6,859 6,350 Extension of 8% tax to motor vehicle rentals
Real Estate Tax Increase ................... 33,073 29,735 28,231 $2.50 increase from $5.00/1000 to $7.50
Tobacco Tax Increase............ccccceeeee. 23,968 25,356 26,649 $0.15/pack increase from $0.37 to $.52
Tobacco Settlement.............cccceeeeenne 40,000 38,745 37,750 Annual payment
Initial Tobacco Settlement Payment.... 16,000 One-time payment
66,125 59,348 61,517 Net Profit
175 2,924 Interest
804,922 670,497 729,213
Formerly Revenue Sharing, Foundation Aid &
General Fund Budgeted Appropriations. 65,690 40,559 39,584 Kindergarten Aid
Total Additions...........ccevvvevieiiene 870,612 711,056 768,797
Deductions
Appropriations
Adequate Education Grant.................. 426,523 406,817 406,817 State Education Grant Disbursed by State
Adequate Education Grant.................. 454,135 417,964 417,975 State Education Grant Retained Locally
Total Grants...........ccccceenee. 880,658 824,781 824,792
DRA-Hardship Grants 5,000 769 1,162
DRA-Tax Relief Admin...........cccccceeneen. 200
DOE-Kindergarten Aid...........c.cccceennn. 1,972 950
DOE-Admin. & Computers.................... 169
Total Appropriations 887,630 825,550 827,273
Less Lapses........cccocvevvverininiiieinnne (438) (25) (41)
Net Appropriations...........ccccccveveeenne 887,192 825,525 827,232
Current Year Balance...........c..c.cceeeennee (16,580) (114,469) (58,435)
End of Year Transfers from
General Fund........c.cocoooviiieiiiicnes
FY 2000.......cccoiiimiienieeieeiee e $ 124,783 Beginning Balance from Education Betterment
FY 2001.......cooviiiiiiiiiiieeieene 48,121 Chapter 158 : 42 Law s of 2001
FY 2002......ccovviiieieiiiiiane 16,580 Himinate Negative Cash

Balance June 30.........cccoeeviiiiieeeeeeeeinns

$ 66,348 $124,783




TABLE OF UNDESIGNATED FUND BALANCE

HIGHWAY FUND

FOR THE LAST TEN FISCAL YEARS

(Expressed in Thousands)

Fiscal Year Ended June 30
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2002 2001 2000 1999 1998 1997 1996 1995 1994 1993
Balance, July 1 (Budgetary Method)............. (18274) $ (7346) $ 1454 $ 7439 $ 11001 $ (2903) $ 8299 $ 1,050 $ (2,104) $ 1,377
Additions:
Unrestricted Revenue:..........cccceevveveervennenns
Gasoline Tax 121,665 119,507 116,050 119,863 115,517 111,001 107,025 102,053 97,222 96,311
Motor Vehicle Fees.... 83,715 72,066 69,882 66,320 64,452 62,449 60,174 59,462 56,425 55,313
O e 6,343 8,872 8,344 10,544 9,263 10,090 10,709 8,405 7,501 7,383
Total Unrestricted Revenue 211,723 200,445 194,276 196,727 189,232 183,540 177,908 169,920 161,148 159,007
Bonds Authorized and Unissued.................. 1,300 13,500
* Other Credits .....coooveeericiecreeeeeeee e 19,436 1,202 767 43 370 3,586 6,154
Total AdIIONS. oo 231,159 200,445 195,478 196,727 189,999 183,583 177,908 170,290 166,034 178,661
Deductions:
Appropriations Net of
Estimated Revenues 229,962 222,593 214,021 211,816 200,378 175,814 193,270 168,799 168,210 182,818
Less: Lapses... (23,149) (14,064) (24,607) (16,656) (8,322) (7,717) (6,534) (7,038) (7,007) (6,198)
Net ApProprations...............oweveveevereene. 206,813 208,529 189,414 195,160 192,056 168,097 186,736 161,761 161,203 176,620
Bonds Authorized and Unissued.................. - 13,309 5,736
Other DEDItS.......ccevireiinireeeeceee e (155) 2,844 1,555 1,816 1,505 1,582 2,374 1,280 1,677 5,622
Total Deductions...........cc.coveveveeeeenannns 206,658 211,373 204,278 202,712 193,561 169,679 189,110 163,041 162,880 182,142
Balance, June 30 (Budgetary Method).......... 6,227 (18,274) (7,346) 1,454 7,439 11,001 (2,903) 8,299 1,050 (2,104)
GAAP Adjustment:
Receivables.........cocooiieieiiiiiec e 360 271 1,596 269 404 934 317 7 560 4,257
Accounts Payable and
Accrued Liabilities...........ccoveverenencienene (10,696) (8,414) (9,956) (9,131) (9,735) (9,803) (8,567) (9,707) (8,923) (5,866)
Bonds Authorized
and UNisSSUed.........cccoverierinenienineseene (13,309) (19,045) (19,045) (19,109) (19,142) (19,590) (18,290)
Total GAAP Adjustments..........cccceeenene (10,336) (8,143) (8,360) (22,171) (28,376) (27,914) (27,359) (28,072) (27,953) (19,899)
Reclassification of Designated Balance......... 39,732 42,962 32,515 6,377
Balance, June 30 (GAAP)......ccccoevrreneneniens (4109) $ (26,417) $ (15,706) $ (20,717) $ (20,937) $ (16913) $ 9470 $ 23189 $ 5612 $ (15,626)

* FY 2002 Other Credits of $19,436 represents accumulation of local revenue in excess of estimates over several years.
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TABLE OF UNDESIGNATED FUND BALANCE
FISH AND GAME FUND

FOR THE LAST TEN FISCAL YEARS
(Expressed in Thousands)

Fiscal Year Ended June 30

2002 2001 2000 1999 1998 1997 1996 1995 1994 1993
Balance, July 1 (Budgetary Method)................ $ 3599 $ 4277 $ 5464 $ 5006 $ 4310 $ 4068 $ 4539 $ 3999 $ 3,176 $ 3,235
Additions:
Unrestricted REVENUE.............covvveeveeeeeeeeren. 8,374 8,230 7,928 8,158 7,923 7,397 6,769 6,819 6,654 6,715
Other CIeitS.........o.vveeveeeeeeeeeeeeeeeeeee s 806 811 878 742 847 791 871 640 818 0
Total Additions..........cceveeueveeeeereeeereaae 9,180 9,041 8,806 8,900 8,770 8,188 7,640 7,459 7,472 6,715
Deductions:
Appropriations Net of
Estimated REVENUES............ccccvvvvevereeeennns 10,545 10,238 10,419 8,809 8,350 8,311 8,413 7,502 7,294 7,073
LESS: LAPSES...v.cvrverercersssenseesnsssessissnseenes (1,131) (667) (426) (479) (276) (385) (302) (730) (645) (327)
Net APPropriations..............coeevcvereeernnn. 9,414 9,571 9,993 8,330 8,074 7,926 8,111 6,772 6,649 6,746
Other DEDILS.....vveeeeveeeeee et 41 148 0 112 0 20 0 147 0 28
Total Deductions 9,455 9,719 9,993 8,442 8,074 7,946 8,111 6,919 6,649 6,774
Current Year Balance (678) (1,187) 458 696 242 (471) 540 823 (59)
Balance, June 30 (Budgetary Method)............. 3,324 3,599 4,277 5,464 5,006 4,310 4,068 4,539 3,999 3,176
GAAP Adjustment:
RECEIVADIES........veeeeeeeeeeeeeee e 299 152 160 438 211 128 124 102 130 96
Accounts Payable and
Accrued Liabilities.......o..oveverereeeeeeeseereeeen (1,027)  (1,036)  (1,178) (1,238) (1,325) (1,182)  (1,120) (871) (992) (782)
Total GAAP Adjustments................cccu...... (728) (884) (1,018) (800) (1,114) (1,054) (996) (769) (862) (686)

Balance, June 30 (GAAP).......cooovvvreeeereereenn. $ 259 $ 2715 $ 3259 $ 4664 $ 3892 $ 3256 $ 3072 $ 3770 $ 3137 $ 2490




SCHEDULE OF REVENUE BOND COVERAGE RATIO

TURNPIKE SYSTEM REVENUE BONDS

FOR THE LAST TEN FISCAL YEARS
(Expressed in Thousands)

Net Revenue
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Direct Available Debt Service Requirements
Gross Operating For Debt Cowerage
Fiscal Year Rewvenues* Expenses* Service Principal Interest Total Ratio
2002 66,218 23,877 42,341 9,415 17,037 26,452 1.60
2001 63,981 21,352 42,629 6,785 18,567 25,352 1.68
2000 63,034 22,064 40,970 6,645 19,807 26,452 1.55
1999 59,257 18,794 40,463 5,817 16,469 22,286 1.82
1998 58,033 16,352 41,681 6,063 15,615 21,678 1.92
1997 55,714 17,231 38,483 5,653 15,944 21,597 1.78
1996 53,231 17,024 36,207 5,348 16,247 21,595 1.68
1995 51,670 17,336 34,334 4,416 16,462 20,878 1.64
1994 49,573 15,749 33,824 3,525 14,744 18,269 1.85
1993 47,859 15,968 31,891 2,940 13,623 16,563 1.93

* - Amounts as defined in Turnpike System Bond Resolutions.
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RATIO OF GENERAL LONG-TERM DEBT TO ASSESSED VALUE
AND GENERAL LONG-TERM DEBT PER CAPITA
FOR THE LAST TEN FISCAL YEARS

(Expr essed in Thousands)

1) 2 ?3) Ratio Of
Generd General Long- General Long-

Assessed Long-Term Term Debt To Ter m Debt

Fiscal Year Population Value Debt Assessed Value Per Capita
2002 1,275 $ 102,045,864 $ 682,389 0.67 $ 535
2001 1,259 99,073,654 628,406 0.63 503
2000 1,236 86,703,541 592,110 0.68 479
1999 1,201 76,154,469 645,907 0.85 538
1998 1,186 70,239,891 617,525 0.88 521
1997 1,173 65,331,719 661,353 1.01 564
1996 1,161 62,883,249 663,286 1.05 572
1995 1,146 61,338,431 646,316 1.05 564
1994 1,133 60,548,790 614,982 1.02 543
1993 1,122 60,372,131 610,456 1.01 544

Sources: (1) U.S. Dept. of Commerce, Bureau of the Census, reflects the most current available data for all years represented (2002 estimated).
(2) New Hampshire Department of Revenue Administration (2002 estimated). Equalized evaluation.
(3) Includes all General Obligation Bonds Payable of the Primary Government.

DEMOGRAPHIC STATISTICS
FOR THE LAST TEN FISCAL YEARS

Per Capita Unemployment

Year Population Income Rate
2002 1,275,000 $ 36,913 4.5%
2001 1,259,000 35,086 2.9
2000 1,236,000 33,332 2.8
1999 1,201,000 31,325 2.6
1998 1,186,000 29,596 2.7
1997 1,173,000 27,613 3.2
1996 1,161,000 26,042 4.4
1995 1,146,000 25,008 3.9
1994 1,133,000 24,119 4.6
1993 1,122,000 22,918 6.5

Sources: (1) U.S. Dept. of Commerce, Bureau of the Census, reflects the most current available data for all years represented (2002 estimated).
(2) U.S. Dept. of Commerce, Bureau of Economic Analysis, reflects the most current available data for all years represented (2002 estimated).
(3) New Hampshire Department of Employment Security, Economic and Labor Market Information Bureau.
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NUMBER OF BUILDING PERMITS FOR HOUSING UNITS
FOR THE LAST TEN CALENDAR YEARS

Building Permits Issued
By Number of Units

Single Multi-

Fiscal Year Family Family Total
2002* 6,593 1475 8,067
2001 5,608 543 6,151
2000 6,007 583 6,680
1999 5,696 630 6,326
1998 5,310 461 5771
1997 4,598 806 5404
1996 4,233 693 4,926
1995 4,105 318 4,423
1994 4,130 537 4,667
1993 3,724 467 4,191

Source: U.S. Department of Commerce, Bureau of the Census.
* Data is annualized based on activity through August 2002

Largest Employers
(Excluding Federal, State and Local Governments)

Primary
New
Hampshire
Company Emplovees Site Principal Product
1.  Wal-Mart Stores, Inc. ......cccooevveevvicnnennenn. 7,500 Multiple Retail Department Stores
2.  DeMoulas/Market Basket ...........ccccoeuenee. 5,800 Multiple Supermarkets
3. BAE Systems .....ccccocevirieienieniniinenenenene 4,400 Nashua Communications
4.  Compaq Computer Corp 4,359 Nashua Computer
5. Shaw’s Supermarket ..........cccccoeccueueuenenee 4,071 Multiple Supermarkets
6. Hannaford Brothers-Shop’N Save........ 3,900 Multiple Supermarkets
7. Dartmouth College .......ccccoevveriereereinrannnen. 3,600 Hanover Private College
8. Fidelity Investments .........c.ccccevereeiriecnnenens 3,445 Merrimack Financial Services
9. Liberty Mutual ........cccovevirinininieieiennen 3,173 Multiple Financial Services
10. Concord Hospital.........ccoveereirieciennen . 2,367 Concord Hospital
11. Elliot Hospital .......cccoovvieiriniiieieieieens 2,145 Manchester Acute Care Hospital
12. Verizon Communications. ...........ccceeuveeeennn. 2,100 Multiple Telecommunications
13. Genesis Eldercare ............ccccoeevveeeeeeeenneenne.. 2,000 Multiple Long-Term Health Care Provider
14. Teradyne Inc Connection Systems Div ..... 2,000 Nashua Semi-conductor
15. Sears at Fox Run Mall ...............c.ooooen. 1,880 Newington Home& AutomotiveProducts
16. Osram Sylvania Inc .......cc.ceoceeneeincnnenne. 1,800 Hillsboro Light Sources
17. Freudenberg-NoK .........cccceevevienieneneneniennne 1,638 Bristol Custom-molded products
18. N.H. Internationsl Speedway .................... 1,500 Loudon Motorsports Facility
18. St. Joseph Hospital and Affiliated Co. ..... 1,500 Nashua Hospital
20. Catholic Medical Center ...........ccoueevuvenneee. 1,400 Manchester Healthcare Providers
20. Timken AErospace ...........cocecereerererrenuene 1,400 Keen Super Precision Bearings

Source: New Hampshire Business Review, December, 2001.
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